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PREFACE 


This book deals with consumption—what people want and 
why. It describes consumption in its economic and business 
aspects, it indicates what is consumed and at what cost. It traces 
recent changes in consumer demand and shows the directions 
or trends of these changes. It attempts to get beneath the sur- 
face of these facts, to explain them and to state their principles. 

Consumption and consumer demand constitute the basic 
foundation of the entire economic and business structure. As 
consumption goes, so goes business. Consumer demand is the 
guide to intelligent production and merchandising. There is no 
excuse or reason for the existence of any business enterprise 
other than its service, directly or indirectly, to consumers. The 
growth of any industry is dependent upon the proper correla- 
tion of its efforts to consumer demand. 

A knowledge of the fundamental facts of what consumers 
want and why, is clearly of first importance to business execu- 
tives. Those who plan the policies, design the product, deter- 
mine the price’lines, prepare the advertising and sales promotion, 
sell the goods and make the collections, in fact, all who deal 
with the problems of the consumer and of consumption in any 
way, will be aided by such scientific presentation of this sub- 
ject as is possible. 

This outline, together with the author’s “Economics of 
Fashion,” presents a description and an explanation of con- 
sumption. It is hoped that this material may be found both 
stimulating and of practical value to the business executive, 
to the economist, to the student of business science and to the 
general reader. 

Obviously in a work of this character the indebtedness of 
the writer to others is unlimited. Acknowledgments have been 
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made by numerous references throughout the book as well as 
in the bibliographical appendix. The writer wishes, however, 
to take this opportunity to express his appreciation of the en- 
couragement and help extended by the publishers, the assistance 
in gathering the facts and the preparation of tables and plates 
by Miss Medora M. Ward, and the stenographic help of Miss 
Helen V. Robbins. 
Pau H. Nystrom 
New York City, 
September 10, 1929. 
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CHAPTER I 
THE ECONOMIC BASIS OF CONSUMPTION 


Who Are Consumers 


Every living being in the world is a consumer. From the 
time the human being is born until he dies he is a consumer. 
The consumer individually and collectively, either directly or 
indirectly, eats up, wears out, uses, wastes or throws away all 
the goods produced in the world. 

The consumer pays all of the taxes, direct and indirect, for 
the support of all governments and for the upkeep of armies, 
navies, judges, courts, police and fire departments. The con- 
sumer supports the schools, churches and charities; goes to 
the movies, theatres, ball games, dances and parties; plays 
bridge, studies cross-word puzzles and promenades on Main 
Street on Saturday night. The consumer rides in autos, trains 
and crowded subways, provides the savings for additions to 
capital, and takes the losses of fires, floods, ES storms 
and other acts of God. 

It is the consumer who ultimately waters the losses and 
waste due to inefficiency. In the warfare between capital and 
labor it is the consumer who more or less patiently suffers the 
heaviest losses from the conflict between these two forces. It 
is the consumer who enjoys the pleasures of satisfactions, or 
endures the pain, disappointment and despair of the struggle 
and the frustration of the many desires that are not and in 
many cases can never be satisfied. 

It will be urged that the consumers are producers as well. 
In the United States, according to the estimates of the 
United States Census Bureau for 1927, there were about 
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45,000,000 persons gainfully employed out of a total popula- 
tion of 118,000,000, which is almost 2 out of every 5, or more 
exactly, 38% of the entire population. Therefore, over 60% 
of the population are not gainfully employed but they as well 
as the 38% who are employed are consumers. 

It may also be pointed out, however, that most consumers 
who are non-producers are children not yet ready to participate 
in the economic labors of the world, or old and retired people 
who have in their time contributed their stints to production. 

There are in the United States 21,000,000 married women, 
of whom less than 2,000,000, according to the Census of 1920, 
were gainfully employed. _The majority of the remaining 19,- 
000,000 were housewives and home-makers, all highly usefully 
employed, and, if not gainfully employed, still certainly pro- 
ductive. . 

Production therefore occupies a very important place in 
the activities of the people. It takes some of the most active 
years out of the lives of most persons and certain days of the 
week and hours per day during those working years. The 
rest of the time, during the years of inactivity so far as gain- 
ful employment is concerned, as well as days and hours in active 
years when not actively gainfully employed, all producers are 
consumers. 


Conflict of Interests of Producers and Consumers 


The interests of consumers and producers are not the same. 
In many cases they are in open conflict. Other things being 
equal, the natural tendency for producers is to exert every effort 
toward securing higher prices or higher returns for what is 
produced, whereas the interest of consumers is to secure lower 
prices or a greater quantity of goods, or better qualities at 
the same prices. In this conflict of interests between producers 
and consumers, producers are generally far more effective and 
dramatic in the representation of their side of the case than 
are the consumers. 
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The arguments for giving importance to production may 
be easily summarized. In the first place production is the source 
of practically all income with which the needs of consumption 
may be procured. Consumers must have economic or financial 
power to buy before they can enjoy the products in consumption. 
Under modern conditions there would certainly be no con- 
sumption if there were not first production. Under advanced 
conditions of industrial organization, it is quite clear that a 
great deal of effort, even to the point of sacrifice of all other 
interests, may be necessary to secure efficient operation and 
production before there can be wide-scale ,consumption. 

Under such conditions, society itself becomes industrial- 
ized. It develops its own ideals of life and puts its high stamp 
of approval on such virtues as working efficiency, special work- 
ing ability, industry, thrift and sobriety. Respect and honor 
are paid to the principles of industrialism, and reverence is 
offered its founders and leaders. The captains of industry 
become the popular heroes. These are characteristics of a true 
industrial society, a society in which ideals of production rather 
than of consumption rule. , 

The possession and control of the means of production 
become the symbols of power and personal worth, and public 
opinion tends to stress production and money-making far 
beyond the ordinary needs of life. After a more or less com- 
plete establishment of industrialism the attitudes and habits of 
thought do not immediately change. What has been preached 
as the gospel of social value and necessity for generations can- 
not be overturned immediately. This in part accounts for the 
predominance of ideals of production in American life. 

Most production is highly specialized. Workers and em- 
ployees require special training and in some cases special fit- 
ness for their work. By education, apprenticeship and contact 
with people already engaged in industries, special emphasis is 
placed from the earliest years of a child’s life on the necessities 
for and the opportunities in production. Thus much human 
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thought is directed both consciously and unconsciously toward 
production rather than toward consumption. 

In general, production is hightly concentrated. In this era 
of big factories and plants a single institution may produce what 
is consumed by thousands or even millions of customers. A 
single consumer’s interest in the output of such a plant must 
seem very insignificant in comparison with the interests of a 
gigantic plant, its owners and its employees. 

Production is on every hand well organized for the pro- 
tection of its rights and privileges. Productive enterprise 
demands and secures a high degree of loyalty from its workers 
and employees, who, although they are consumers, must as 
employees strive to further the interests of production even 
when these interests may be in conflict with consumers gen- 
erally. The sales manager and his salesmen work for their 
company to sell its goods at the highest prices and the greatest 
profit return, although they as consumers have every interest 
to buy them for as little as possible. 

The integrations of modern industry into horizontal, ver- 
tical and circular mergers, and the establishment of big corpora- 
tions, all have as their purpose not only more economical pro- 
duction and distribution, but such control of the market as 
may be legally exercised. In some instances this influence or 
control over the market is much more profitable than any sav- 
ings in expense of production. 

Trade associations aim at eliminating that which is useless 
or wasteful from the standpoint of the producer and work in 
the direction of making it possible for its members to increase 
their productive output as well as sales on a profitable basis. 
The trade association is primarily a factor working all of the 
time for the interest of its specific industry, and there is scarcely 
an industry in this country or in any other highly industrialized 
country in which there is not now some form of effective trade 
association. 

Politics and government revolve about the interests of pro- 
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ducers rather than consumers. Much is said by. politicians and 
legislators, before elections, about the rights and interests of 
consumers, but law-making and law enforcement are largely the 
result of specific demands made by specific interests and this 
generally means interests of producers. Except for general 
references to the effects on consumers, conferences and hearings 
on legislative topics generally concentrate on the effects of pros- 
pective legislation on producers rather than on consumers. 
Political parties in every industrial country primarily represent 
producers and industries rather than consumers. 

Consumers themselves are scattered all over the country and 
their interests are badly divided. Each consumer has a great 
many objects of consumption many of which occupy but a 
small place in his total budget of expenditures. Consumers’ 
wants are almost unlimited in variety of objects desired, while 
producers specialize and concentrate on one or relatively few 
things. 

An examination of the status of consumers and of 
consumption in present-day civilization reveals that as con- 
sumers we have few rights or responsibilities. Almost all of 
the developments and the progress made in law and social rela- 
tionships during the past hundred years have been in the field 
of production and the relations of individuals and groups to 
production. 


Consumer Movements—Spontaneous Organization 


Rarely do consumers become class-conscious and militant 
in their interests as consumers. During the latter part of 1920, 
in many parts of the country there was something in the 
nature of a consumer revolt or uprising of buyers, against the 
high retail prices of that period. Men and women, more or less 
spontaneously, joined loosely organized groups to compel a 
revision of prices: There was much criticism of exorbitant 
prices of clothing, dramatic overall parades, and some talk of 
the organization of a great body of consumers into a sort of 
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“middle class union.” Retail trade was hit by this movement, 
but in a few months it lost its fire and force. 

As an indication of the sensitiveness of the consuming public 
to crowd psychology, another wave of economy, this time in 
the purchase of men’s clothing, developed in the summer and 
fall of 1925, which, according to clothing merchants, partially 
closed the outlets for these goods during the entire winter of 
1925-1926. In some countries such crowd movements are 
frequent, but the tendency toward such movements in the 
United States is declining. 

One frequently runs across letters or communications, pub- 
lished in newspapers, which have been written by outraged 
customers denouncing what they consider to be exorbitant 
local prices. In isolated instances buyers’ strikes sometimes 
develop into mobs in forcible protest against the prices of food, 
coal and other necessities of life. However, such phenomena 
are intermittent, sporadic and generally short-lived. 


“Middle Class” Unions 


There are a few consumer organizations in existence, but 
they are scarcely to be compared in strength and influence to 
the types of organizations found in the field of production. 
Following the World War, a veritable middle class union was 
organized in England, partly in protest against high prices 
of necessities of life and partly in protest against the difficulties 
brought on by the incessant squabbling of employers and em- 
ployees in the major industries. The Middle Class Union at- 
tained considerable importance in 1920 and 1921, but during 
the following years, notices in the newspapers of its activi- 
ties declined and it is not known at the present writing (1929) 
whether it is in existence or not. 


The Consumers’ League 


One of the most important consumer organizations in 
existence in the United States is the Consumers’ League. It 
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is a national organization and there are branch state organiza- 
tions in most of the states of the Union. The Consumers’ 
League, however, limits its interests and efforts mainly to secur- 
ing fair working conditions, particularly for women and chil- 
dren workers in retail stores and in certain manufacturing 
industries. The various state and local branches of the Con- 
sumers’ League have generally bent their efforts toward secur- 
ing proper sanitary conditions, reasonable working hours, living 
wages and, in some cases, legal minimum wages for women 
and children. Its most effective weapon used in its battles to 
secure proper working conditions has been the so-called “White 
List” of manufacturers and retailers who have agreed to follow 
the standards laid down by the League. As a reward for 
accepting such standards the employers are permitted to use the 
regular League “White Label.” Members of the League bind 
themselves to purchase and support “White Label” merchandise. 

The Consumers’ League has undoubtedly been highly effec- 
tive in obtaining decent working conditions and humane con- 
sideration for employees in retail stores, laundries, candy 
factories and other establishments with which the consuming 
public is most closely in touch. The Consumers’ League, how- 
ever, has had very little to do with the larger interests of the 
consumer as aconsumer. Instead it has served most effectively 
as an auxiliary to trade union and labor movements. In the 
fields in which the Consumers’ League has been most effective 
it happens that trade union activities have been weak. The 
Consumers’ League has sought and secured certain advantages 
in working conditions for large groups of non-unionized em- 
ployees, advantages ordinarily sought and fought for in other 
industries by the trade unions. 

Effective and valuable as the work of the Consumers’ 
League may be in its chosen sphere of activity, there is nothing 
to indicate that it will become an important factor in the solu- 
tion of real consumers’ problems. 
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Consumers’ Codperation 


The consumers’ cooperative movement is one of the most 
striking and effective developments in the interests of con- 
sumption, and it has attained a much greater importance in 
European countries than it has in the United States. It 
occupies an important place in the distribution of goods at retail 
in all European countries with the exception of Italy where the 
present régime of Fascism seems to be opposed to the codpera- 
tive principle. 

Consumers’ codperation has probably reached a higher 
degree of maturity in Great Britain than anywhere else. Here 
there are about 5,000,000 members grouped in over 1,200 local 
societies, making purchases of nearly $1,500,000,000 per year 
or nearly one-twelfth of the entire retail trade of the country. 
More than one-half of these purchases consist of groceries, 
food products, canned goods, meats and other foods. It is 
probable that in groceries and meats the codperative societies 
of Great Britain do considerably more than one-twelfth of the 
total business, but considerably less in dry goods, apparel, drugs 
and hardware. In addition, the Codperative Wholesale Society 
which serves the 1,200 local societies is the largest single manu- 
facturer, trader and landowner in the United Kingdom. Forced 
by its competitors who controlled the sources of supply, the 
Codperative Wholesale Society established its own cattle ranches 
from which to obtain its supply of meats, and its own tea 
plantations. It is represented by its own buying agencies in 
almost every country in Europe, in Australia, New Zealand, 
West Africa, America and Canada, It also manufactures many 
of the food products, fabrics, garments and home furnish- 
ings which it sells. 

In relation to its size of population Germany is more com- 
pletely organized for consumers’ codperation than England, 
but does not transact so large a volume of business. In Ger- 
many the codperative movement has taken a wide variety of 
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directions. In addition to supplying the consumer with goods 
at retail there are also numerous credit unions, building socie- 
ties, insurance organizations, and so on. There is room for 
the belief that the German Reich is overorganized in codpera- 
tives. The total volume of business has not kept pace with 
the codperative organizing movement. 

It is in the eastern part of Europe, however, Russia, Fin- 
land, Poland, Esthonia and Lithuania, that the consumers’ co- 
operative movement occupies the most predominant place in the 
current distribution of goods at retail. More than 15,000,000 
families in Russia are members of codperative societies, and 
it is estimated that the total sales of these societies to their 
members constitute not less than 25% of the entire retail trade 
of the country. Following the Russian Revolution the Con- 
sumers’ Codperatives served as units of organization in help- 
ing to establish the new government. For a time, at least, it 
seems that the consumers’ codperative societies offered not 
only the principal but also the only organization through which 
popular will and opinion could be expressed. 

In the United States the consumers’ codperative movement 
has lagged behind the producers’ codperative movements. Many 
consumers’ codperative retail stores have been established, but 
a large number of these have proved to be failures. The 
principle of consumers’ codperation has had the endorsement of 
very powerful organizations in America, including the Amer- 
ican Federation of Labor. The political parties are, according 
to their platforms, favorable to consumers’ cooperation. 
Farmers, particularly, who have had a very difficult time in 
keeping abreast with the economic progress of other classes, 
have been urged to codperate both in buying and selling. The 
United States Department of Agriculture has for years urged 
the establishment of codperative enterprises among farmers and 
’ has a regular subdivision for the promotion of the principles 
of cooperation and the education of codperators in proper 
methods of doing business. 


Google 


10 ECONOMIC PRINCIPLES OF CONSUMPTION 
Consumers’ Codperation 


The consumers’ codperative movement is one of the most 
striking and effective developments in the interests of con- 
sumption, and it has attained a much greater importance in 
European countries than it has in the United States. It 
occupies an important place in the distribution of goods at retail 
in all European countries with the exception of Italy where the 
present régime of Fascism seems to be opposed to the codpera- 
tive principle. 

Consumers’ codperation has probably reached a higher 
degree of maturity in Great Britain than anywhere else. Here 
there are about 5,000,000 members grouped in over 1,200 local 
societies, making purchases of nearly $1,500,000,000 per year 
or nearly one-twelfth of the entire retail trade of the country. 
More than one-half of these purchases consist of groceries, 
food products, canned goods, meats and other foods. It is 
probable that in groceries and meats the codperative societies 
of Great Britain do considerably more than one-twelfth of the 
total business, but considerably less in dry goods, apparel, drugs 
and hardware. In addition, the Codperative Wholesale Society 
which serves the 1,200 local societies is the largest single manu- 
facturer, trader and landowner in the United Kingdom. Forced 
by its competitors who controlled the sources of supply, the 
Cooperative Wholesale Society established its own cattle ranches 
from which to obtain its supply of meats, and its own tea 
plantations. It is represented by its own buying agencies in 
almost every country in Europe, in Australia, New Zealand, 
West Africa, America and Canada, It also manufactures many 
of the food products, fabrics, garments and home furnish- 
ings which it sells. 

In relation to its size of population Germany is more com- 
pletely organized for consumers’ codperation than England, 
but does not transact so large a volume of business. In Ger- 
many the codperative movement has taken a wide variety of 
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directions. In addition to supplying the consumer with goods 
at retail there are also numerous credit unions, building socie- 
ties, insurance organizations, and so on. There is room for 
the belief that the German Reich is overorganized in codpera- 
tives. The total volume of business has not kept pace with 
the codperative organizing movement. 

It is in the eastern part of Europe, however, Russia, Fin- 
land, Poland, Esthonia and Lithuania, that the consumers’ co- 
operative movement occupies the most predominant place in the 
current distribution of goods at retail. More than 15,000,000 
families in Russia are members of coOperative societies, and 
it is estimated that the total sales of these societies to their 
members constitute not less than 25% of the entire retail trade 
of the country. Following the Russian Revolution the Con- 
sumers’ Cooperatives served as units of organization in help- 
ing to establish the new government. For a time, at least, it 
seems that the consumers’ cooperative societies offered not 
only the principal but also the only organization through which 
popular will and opinion could be expressed. 

In the United States the consumers’ codperative movement 
has lagged behind the producers’ codperative movements. Many 
consumers’ codperative retail stores have been established, but 
a large number of these have proved to be failures. The 
principle of consumers’ codperation has had the endorsement of 
very powerful organizations in America, including the Amer- 
ican Federation of Labor. The political parties are, according 
to their platforms, favorable to consumers’ cooperation. 
Farmers, particularly, who have had a very difficult time in 
keeping abreast with the economic progress of other classes, 
have been urged to codperate both in buying and selling. The 
United States Department of Agriculture has for years urged 
the establishment of codperative enterprises among farmers and 
has a regular subdivision for the promotion of the principles 
of codperation and the education of codperators in proper 
methods of doing business. 
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Consumers’ codperation in the United States, as elsewhere, 
has for its principal objects: 

1. To save the profits now made by retailers and thereby 
obtain goods cheaper. The profits of the retail trade usually 
average from 1% to 4% of sales, so that the relative amount 
saved is not very great. Consumers’ purchases through co- 
operatives have not been so important in American economic 
life as they have been in England, Germany and other Euro- 
pean countries, largely because these small savings have been 
considered unimportant. The higher average income of the 
American workman and his family have tended to make him 
seemingly more careless and possibly a bit contemptuous of a 
saving so insignificant. 

2. To provide consumers with honest, dependable, un- 
adulterated merchandise. The enactment and enforcement of 
pure food and drug laws in the various parts of the United 
States have largely eliminated the necessity for consumers’ 
cooperation to secure this result. This, however, remains one 
of the leading objects of codperation in certain other countries. 

3. To check tendencies toward monopoly, unjustified price 
increases such as occurred during the last war, and to secure 
more satisfactory retail trade conditions. The consumers’ 
cooperative movement constitutes an effective protective me- 
chanism against the aggression of private traders. This func- 
tion is so important that the opportunities to establish con- 
sumers’ cooperatives should always be kept open, even if no 
other object were served thereby. The fact that consumers 
may organize for codperation whenever retail conditions become 
arbitrary or unsatisfactory constitutes an effective threat to 
private business concerns which might otherwise become care- 
less. 

The enthusiasts for codperation urge still other objects. 
For example: they claim that through consumers’ cooperation ~ 
people may learn to live and work peaceably together in social 
groups. They look forward to a progressive development of 
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cooperation which will in time result in the establishment of 
communities conducted entirely by codperative methods. There 
are some who look upon the codperative principle as the means 
of regeneration of the world. Many books have been written 
on the ideal codperative society and its possible advantages to 
society. 

The consumers’ codperatives in the United States have been 
established in many lines, among which retail stores for the 
distribution of food, groceries, and meats rank first here as 
well as in other countries. There are also codperative milk 
companies for the distribution of milk to consumers, cooperative 
laundries, bakeries, coal and ice distributing stations, restau- 
rants and general merchandise stores. Consumers’ coopera- 
tion has had an important development in building and loan 
associations, mutual insurance associations and other forms 
of consumers’ credit organizations. 

A more recent development which may spread is the co- 
operative ownership and management of apartment houses, 
generally of the medium and better class types of buildings 
rather than for the poorer classes. 

The consumers’ codperatives offer potential possibilities of 
control of the distribution of. goods to the consumer in an 
interesting but as yet largely unrealized way. 

One might reject the suggestion of the possibilities of the 
application of a consumers’ cooperative in any ideal fashion 
for the regeneration of society and still find much worth while 
in its immediate advantages, such as the savings of the profits of 
the middlemen even though these are small, the assurance of 
dependable qualities of merchandise, and the education of the 
codperators themselves, in the value of codperation as an in- 
strument of defense against undue aggression of private busi- 
ness. These are advantages which are worth while and which 
will make the consumers’ codperative movement continue. 

Taking the present volume of business as a measure of the 
effectiveness of consumers’ codperation, it seems insignificant. 
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The total volume of sales through all types of codperative retail 
stores in the United States is probably considerably less than 
1% of the total retail trade. The present competition among 
all types of retailers for the consumers’ favor is so keen that 
it is difficult to see what consumers’ cooperatives can do for 
their members that is not already being done expertly by in- 
dependent business. The retail profit margin is small and for 
some years has apparently been declining. The prospect is that 
the competition will grow among the various retail institutions, 
particularly between the chains and independent stores. The 
real test of the value of consumers’ codperatives will come when 
this competition will have worked itself out into some static 
condition. 

The consumers’ codperatives can become an effective factor 
whenever the present systems of retail distribution become care- 
less, ineffective, arbitrary and domineering over the interests of 
consumers. 

If, for example, the chain store systems which at the present 
time are showing such marvelous growth, should in a few 
years reach a position of dominance over retail trade and if, 
having reached such dominance, they might then exercise the 
power of their position to secure greater profits from the con- 
sumer, it seems easy to believe that consumers’ codperatives 
would then grow and spread with great rapidity. It seems 
unlikely that consumers’ codperatives may ever become an im- 
portant factor in the retail distribution of goods in this country, 
unless in defense against unreasonable aggression from the 
most important factors in the retail field. 

Consumers’ cooperative societies throughout the country 
are loosely organized by membership in a society known as the 
Consumers’ League of America which serves as a clearing house 
for information on consumers’ movements and as a publish- 
ing house issuing numerous helpful pamphlets and other litera- 
ture outlining in specific detail the necessary elements of success 
in this field. 
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Women’s clubs have at various times and in various 
places taken effective interest in consumers’ problems such as 
to secure sanitary trading conditions for foods; but much as 
they have done, it may be pardonable for the student of con- 
sumption and of consumer interests to express a degree of sur- 
prise that women, who are the chief buyers of consumers’ 
goods, should not have taken a much more active interest in 
consumption through their organizations than has been the 
case. 

Home economics teachers and their associations have also 
given energy and time to the study and teaching of consump- 
tion problems as well as to the formulation of practical princi- 
ples of budgeting and consumption. It is almost certain that 
these groups and the individual members of these groups will, 
in the future, give an increasing amount of attention to this 
subject. 


Influence of Consumer Choice on Production 


The power of the consumer as a consumer at the present 
time is most effectively exercised both individually and collec- 
tively in the choice of merchandise, in making selections on the 
one hand and in refusals to buy on the other. There are many 
industrialists and not a few economists who hold to the theory 
that consumers do not know what they want and that producers 
through their advertising and sales departments must tell them. 
Some believe that advertising and other forms of sales pro- 
motion actually create demand, and that these forces of selling 
can be used to create a demand for almost anything. 

That the consumer is open to suggestion and education and 
that advertising and selling do influence purchasing is beyond 
question, but that consumer demand is wholly or even largely 
a result of producers’ promotion is a theory which has proved 
exceedingly expensive to many headstrong advertisers who 
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have put their millions of dollars as well as their faith into it. 
As a matter of fact, the consumer is ruled by many influences. 
Social customs and personal habits are great factors to be 
reckoned with. Prevailing social conditions, occupations, 
climate, weather, wealth, income, employment, prices, age and 
size of family, are also exceedingly important modifying fac- 
tors. Fashion and popular trends in usage are determinants 
against which many an advertising campaign and well-laid 
sales plan has gone to pieces. 

_ If the marketing of goods to consumers were solely a prob- 
lem of suggestion by sales promotion methods, or even if the 
problem of consumption were solely one of habit and custom, 
then the difficulties of production and distribution of goods 
would be comparatively simple. One of the main points to be 
gained from the study of consumption is an acquaintance with 
the many factors and forces operating which, when followed 
by producers and dealers, lead to success, and when opposed 
lead to failure. Sales promotion and advertising are wonderful 
aids when they go with the tide of consumer demand but they 
appear to be helpless when in opposition. 


Business Must Go with Consumer Demand or Fail 


It would be easy to draw up a long and pathetic list of the 
errors made by business men in their estimates of consumer 
demand and, worse still, of their efforts to disregard or to force 
changes in the direction of consumer demand. Several cases 
are presented in the author’s “Economics of Fashion,” Chapter 
I. Only a few general references may be made here to certain 
groups of cases which, however, will serve to illustrate the 
strength of consumer demand and the futility of fighting 
against it. 

When women began to bob their hair, the hair net and 
hair pin manufacturers redoubled their efforts to maintain the 
vanishing demand but without result. 

The present fashions in women’s apparel have been fought 
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and contested at every step. Manufacturers and dealers have 
tried by every known means of sales promotion to make women 
wear wide hats when they wanted small ones; suits, shirtwaists, 
and separate skirts when they wanted simple one and two- 
piece dresses; voluminous underwear when they wanted 
“shorties” or none at all; boned corsets when they wanted 
“bandeaulettes” or nothing; long skirts when they wanted ever- 
shortening skirts; circular knit or seamless hose when they 
wanted full-fashioned stockings; high shoes when they wanted 
low shoes; veils when they preferred sunburn, and so on. 

Millions have been expended in advertising flour to house- 
wives in a time and market of increasing use of baker’s bread. 
Enormous sums have been used to promote cigars and chew- 
ing tobacco in a period of increasing demand for cigarettes and 
of declining demand for cigars and chewing tobacco. 

Faced by the realization that consumers were demanding a 
change, Henry Ford scrapped millions in equipment and ex- 
pended other millions in the development of a new model car 
that consumers would want. The entire automobile industry 
is apparently keenly alive to consumer demand and to the 
changes that occur in consumer demand. To many other in- 
dustries there is nothing so baffling and disheartening as the 
changes in what consumers want, in other words, the dominance 
and rule of fashion. Offhand it seems as if business men have 
been wrong as often as right in their estimates of the direc- 
tions of these changes. 


Overproduction a Result of Inaccurate Gauge of Consumer 
Demand 


When business fails to meet consumers in the way that 
consumers wish to be served, either as to kind, quantity or 
quality of goods or service, business suffers the penalty of 
loss of patronage. In no respect is the failure to gauge con- 
sumer demand more evident than in the industries in which 
there are overcapacity to produce and overproduction. The 
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difficulties of the agricultural classes, generally ascribed to low 
prices, are obviously the result of overproduction of agricul- 
tural products. In order to find a market these products have 
to be sold at prices frequently below the costs of production. 

Complete lack of codrdination of supply to demand has 
made the bituminous coal mining industry the madhouse of 
American economic life. There exists a condition of over- 
production and consequent disorganization that results in dis- 
satisfaction, unrest and financial loss to both the owners of 
the mines and to the masses of coal miners employed therein, 
with no permanent benefit to the consumers of coal. 

Overproduction has characterized a great many American 
manufacturing industries, particularly since the World War. 
The United States Bureau of the Census drew up estimates 
of the percentage of total capacity actually employed for 1921 
and 1923. For the year 1921, the percentages of actual out- 
put to possible normal capacity for the various industries of 
the country ranged from 12% to 87%, or an average of 
57%. For the year 1923, the percentage of actual output to 
normal capacity ranged from 19% to 96%, or an average of 
72%. 

The year 1921 was a difficult one for manufacturers. Most 
industries suffered from the depression so that the low average 
of 57% for that year may not present a fair picture of the 
normal relations of productive capacity to the requirements of 
consumer demand. But the year 1923 was one of good busi- 
ness activity and it is probable that the output represented by 
the average of 72% of normal capacity indicates the relation 
of actual output to possible output under normal conditions in 
this country. In other words, in the manufacturing industries 

‘it seems probable that there is at least 25% general over- 
capacity for production for which there is no consumer demand 
even during prosperous years. 

These figures are for entire industries. Individual con- 
cerns naturally show a wider variation ranging from plants 
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having a production and distribution up to capacity to those 
that are closed down or running in a very limited way. 

It is commonly believed that the percentages of overcapacity 
given in the Census of Manufacturers are very conservative. 
By normal full capacity it appears that the Census means pro- 
duction up to the usual amount but without working overtime. 
For most industries this would mean but one shift per day as 
against a possible two or even three shifts. It may safely be 
assumed that if there were general, effective demand for manu- 
factured goods at prices that would produce profits for the 
manufacturers, actual production as represented even in the 
1923 figures might easily be doubled almost immediately. 

The productive capacity of farms is also much greater than 
the present consumer demand. For several years the. acreage 
actually under the plow and producing crops has been declin- 
ing as has the farm population. If there were a profitable 
demand, it is certain that the production of agricultural products 
could be greatly increased, but not immediately for it takes 
time to establish higher scales of production in grains, meat, 
animals and other farm products. 

A better understanding of consumer demand as to what 
and how much is wanted would certainly make it possible to 
save a considerable proportion of the investments that have 
been made in plants resulting in the present overcapacity. But 
even with the overcapacity of plants in existence it may still be 
possible to correlate production and consumption so as to 
eliminate the waste of actual overproduction which now occurs 
in many industries. 


Objects of a Study of Consumption 


In conclusion there are three main objects to be served by 
the scientific study of consumption. 

The first of these. is to discover, if possible, what order, 
law or principle underlies and governs consumption. 

The second is to indicate how to redirect production in the 
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light of such order or law as may be found underlying con- 
sumption so as to eliminate or reduce the enormous waste and 
expense that now occurs in the production and distribution of 
undesired commodities. The ideal of practical economics is 
to produce to a definite predetermined demand. Such produc- 
tion can be carried on by the most effective known means and 
at the lowest costs. Goods so produced may be distributed in 
the most economical way, and when offered for consumption 
will render satisfaction in the widest possible way. 

The third object of the study of consumption is to aid in 
establishing a basis of desirable standards of consumption which 
in turn may lead to a more rational use of earnings, better 
direction of leisure time and greater or fuller satisfactions in 
life. 

To those who urge that consumption is essentially an art 
of living, it may be stated that it is an art concerning which 
all of us need to know more in order that life may be made 
more meaningful and beautiful for all. 
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CHAPTER II 


THE GROWING INTEREST IN THE ECONOMICS OF 
CONSUMPTION 


The casual reader on economic subjects twenty or even ten 
years ago who turned to the voluminous indices and catalogs 
in this field found hundreds of references to books and periodi- 
cals on the subjects of production, theory of value, distribution 
of wealth, rent, wages, profit, and so on, but very little about 
the consumption of wealth. In an annual, general literary ref- 
erence guide dated 1910, forty-odd titles were found under the 
heading “Consumption,” but of these thirty-seven dealt with 
the disease and three with the problems of the consumption 
of goods. . 

Adam Smith, the founder of the modern science of politi- 
cal economy, stated that “consumption was the sole end and 
purpose of all production and the interest of the producer ought 
to be attended to only so far as it may be necessary for promot- 
ing that of the consumer.” But that was all he said about it. 
He made no attempt to analyze consumers’ problems nor to 
discover possible principles governing consumption. A good 
many economists since Adam Smith’s time have similarly as- 
sumed the importance of consumption as a basis of all pro- 
duction, but have let it go at that without any analysis or dis- 
cussion of the subject. Some students and writers on economics 
have taken the position that consumption lies entirely outside 
of the field of economics. There has been not a little contro- 
versy as to the propriety of making a place for consumption in 
this subject. 

‘+ The attitude of those economists who oppose the inclusion 
of the subject of consumption in the study of economics’ can 
at 
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best be illustrated by the following quotation from Von Wieser, 
a leading modern economist in Austria in his ‘Social Eco- 
nomics” : 

“The traditional division of economics into production and 
consumption is not theoretically serviceable . .. Economic 
theory has never been interested in the physical process of con- 
suming commodities. It will never treat of this. It is equally 
indifferent to the manner in which the satisfaction of needs, 
as such, may be made most completé. Economic theory regards 
it as the task of the moralist, physician or artist to teach which 
enjoyments are morally permissible, healthful or artistically 
valuable. Commodities are the agents of material pleasures, 
but it is no function of economic theory to show how these 
goods may be most delicately prepared. Those who are adepts 
in the practical art of living are the proper instructors in such 
matters. Consumption as such, the satisfaction of needs as 
such, is not an economic act at all. Economics may better be 
divided as Economic Management and Production than as Con- 
sumption and Production.” 

Out of the forty-four leading writers on economics since 
Adam Smith’s time down to the present, listed by Boucke in 
his “Development of Economics,” only nineteen give the sub- 
ject of consumption a place in their respective treatises. Only 
one of these, Bastiat, a mid-nineteenth century French econ- 
omist, gave consumption first place. Pareto of Italy, gave 
the subject of consumption second place in his works on 
economics. Four out of the nineteen writers who considered 
consumption as a part of economics gave this subject third 
place, three gave it fourth place, four gave it fifth place, five 
gave it sixth place, and one gave it eighth place in their respec- 
tive works. More than a majority of all of the economists listed 
by Boucke omitted the subject entirely or merely made some 
passing references, assuming consumption as a necessity to 
production, distribution and exchange, as Adam Smith had 
done, 
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A large percentage of the books written on economics dur- 
ing the last twenty-five years have likewise omitted the subject 
of consumption. There are books, however, which have given 
the subject some treatment—in some instances serious and in 
others perfunctory and meaningless. The number of economic 
writers who give space to consumption is increasing. The force 
of events in practical life, as we shall see, will account for this 
even where tradition and habit of thought tend to favor the 
exclusion of the subject. 


Increased Production Object of Early Economic Study 


The early economists, beginning with Adam Smith in 1776 
and his followers, were primarily concerned with production. 
The crying need of the great masses of people all over the 
world in the latter part of the eighteenth century was for more 
food, more clothing, more shelter and, in fact, for more goods 
of all kinds. Despite the enterprise that accompanied the rise 
of the Industrial Revolution in the latter part of the eighteenth 
century, poverty was exceedingly common. Various historical 
reports of that period indicate that from a third to a half, or 
even more, of the entire populations of the leading industrial 
and commercial countries such as England, did not continuously 
have adequate food, clothing or shelter. Almost constant war- 
fare had kept the nations impoverished. Methods of produc- 
tion were still very crude and inefficient. The object before 
all thinking people was how to ameliorate the difficult living 
conditions of the masses of the people, in other words, how 
to increase the supply of wealth in the form of necessaries of 
life, for the problem was one not only of distribution of wealth, 
but there actually was not enough food and clothing and other 
necessities produced to go around. There were more mouths 
to be fed and backs to be clothed than material with which to 
supply these necessities. 

Under the circumstances it is not surprising that the econ- 
omists, in common with the statesmen of that time, should 
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have turned their attention intensively to ways and means of 
increasing production. The Industrial Revolution with its 
introduction of power to replace hand labor, division of labor 
and larger-scale production were improvements which aimed 
at multiplying the output of material goods. The Industrial 
Revolution was distinctly a general process of gradual im- 
provement of the technique of production. 

But something more than a technical advance was needed 
in order that the people might profit from the Industrial Rev- 
olution. That was a better understanding of practical politi- 
cal economy including the acceptance of the advantage of 
division of labor, the comprehension of the nature of exchange, 
and the use of a sound monetary system, and the development 
of the equitable division of the shares of production among the 
three economic factors, land, labor and capital. 

In the “Wealth of Nations,” Adam Smith outlined clearly 
and interestingly the requirements for increasing the wealth of 
England, primarily, so that the economic independence of Eng- 
land might be assured in years to come; but also, that the 
masses of the people living in England might enjoy greater 
individual wealth and higher standards of living. According 
to Adam Smith, the wealth of the nation as well as its strength 
might be definitely increased only by improving the individual 
economic position of its people. 

While Adam Smith laid down a very broad concept of the 
relation of production to consumption, as already indicated in a 
former paragraph, the chief if not the sole purpose of Adam 
Smith’s ‘‘Wealth of Nations,” was to show how to increase 
production. 

The Industrial Revolution, which continued for a century 
or more, induced a very much more rapid rate of production 
than had ever been known before. Technical improvements 
were made in every field of industry, but, during the same 
period population grew almost as rapidly as the means of pro- 
duction so that the hopes entertained for progress through the 
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Industrial Revolution seemed destined to failure. The most 
that thinking people looked forward to was the possibility of 
continuous improvement in production which might keep one 
or two jumps ahead of the surging, ever-increasing flood of 
population. Therefore, the majority of the economists of the 
nineteenth century followed in the footsteps of Adam Smith 
and stressed the importance of increasing production. 

Toward the end of the nineteenth century and during the 
early years of the twentieth century certain new industrial 
and social changes became apparent. These changes were of 
such revolutionary character as to change the viewpoint and 
emphasis in all of the social sciences. 

So far as Europe was concerned, population pressure on 
the means of production was relieved to a considerable extent 
by emigration to America and other new countries. By degrees 
the arts of production gained headway over consumption so 
that more and more people began to enjoy a surplus, to have 
all the food that they wanted and to enjoy, for the first time 
perhaps in the history of the world, the experience of satisfying 
a wide circle of their wants. 

There sprang up a spirit of economic optimism. Social 
scientists became hopeful of a time to come in which there 
would be enough of the necessities of life for all. The econ- 
omists, however, continued to stress the need for greater 
production, easier means of exchange and more equitable dis- 
tribution. That there still continued to be valid reasons for 
this emphasis on production may be seen from the fact that 
even as late as 1894, Charles Booth, writing on the standards 
of living of the lower classes in London, estimated that more 
than 30% of the population at that time were living in condi- 
tions of abject poverty. Rowntree, some years later, found 
similar conditions in northern England. Even in America and 
other newer countries poverty and destitution were common. 
The percentages of the populations haunted by and suffering 
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from lack of food, clothing and the minimum requirements of 
housing, were shockingly high. . 

The hopeful aspect of the social situation at the close of the 
nineteenth century, however, was that the number of people 
in a condition of poverty was less and the number who had the 
full necessities of life was greater than it had been before. 
Total national wealth in all of the western nations was show- 
ing progressive improvement. 

Another factor of exceedingly great importance appeared 
in the latter part of the nineteenth century and has grown in 
importance year by year since then, namely a trend toward 
lower birth rates. In 1794, an independent economist and 
social reformer named Malthus had written an essay on popula- 
tion growth in which he had pointed out that population tends 
to grow faster than the production of food. A moment’s 
thought will show how pessimistic this law of population growth 
is. No matter what progress might be made in production the 
time would surely come when population would outrun the 
gains made through the technique of production. Malthus’s 
views were well substantiated by facts from past history, and 
during most of the nineteenth century it appeared that his law 
continued to operate without exception. 

About 1876, there began among all of the western nations 
almost simultaneously a population movement that has since 
proved of great significance. At this time when production 
was making continuous gains people were slowly but surely 
gaining more favorable living conditions; the high birth rates 
that had characterized the population of these nations began to 
decline. From birth rates amounting to from 36 to 40 children 
per year per thousand population, declines set in which have 
continued steadily down to the present day, so that the present 
birth rates of these same nations are now scarcely half as high 
as they were in 1876. 

The declining birth rate was at first considered more or less 
of a temporary or accidental phenomenon. Later it began to 
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receive most serious consideration. Statesmen, particularly 
of nationalistic bent, looked upon the decline in the birth rate 
of their respective nations with misgivings and fears in view 
of possible economic and armed conflicts to come with other 
nations with higher birth rates and larger populations. Students 
of economics, in time, began to recognize the declining birth 
rate as a highly important change that might definitely modify 
the Malthusian law of population. For, if population growth 
were to cease then the fearful problem of finding subsistence 
for numbers always tending to increase faster than the means 
of subsistence, would be solved. Thus, at the end of the nine- 
teenth century and in the opening years of the twentieth cen- 
tury the opening of new countries, the increase in production, 
due to the tremendous genius and energy that had been applied 
in the Industrial Revolution, the consequent increase in the 
amount of goods produced for consumption, the rise in the 
standards of living and the decline in poverty were factors 
which greatly modified the old economy. 

In more recent years, and particularly since the World War, 
the industrial condition of most of the western nations has 
been characterized by productive overcapacity in almost every 
line, coupled with actual overproduction and wastes in many 
lines. There has likewise been, very generally, an increase in 
the average incomes of the masses of the people, shorter work- 
ing hours, increased consumption and more leisure. These 
conditions have produced a situation presenting new problems 
demanding analysis and solution. Many students of economics 
now consider that there is a major need for the study of 
consumption. Even the students of the economics of produc- 
tion feel that consumption deserves study in order to deter- 
mine how markets can be increased for the products of in- 
dustry. 

Certainly there should be no criticism of the early econ- 
omists and even those of the nineteenth century for attaching 
so much importance to economics of production, Their studies 
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were made in the interest of the society of their times. They 
did not foresee that the trends of population might decline 
nor that the limits of demand for certain classes of consumers’ 
goods might be reached. Neither is it urged that the time has 
now come for disregarding or omitting the study of production 
economics. There are still large numbers of people, smaller 
in comparison than in past periods of history, but nevertheless 
important numbers who do not now enjoy any of the fruits of 
the advance of civilization and whose standards of living 
are below the bare subsistence line. In most countries there 
are constantly many people unemployed. This is an unsound 
economic condition. Unemployment constitutes a menace not 
only to the economic but to the political life of a nation. 

Moreover, a continued study of the economics of production 
is necessary to insure continued progress. The study of the 
economics of production safeguards current gains made in the 
sciences of production and makes it possible to have these gains 
carried on to future generations. 

But certainly the time has come for admitting the scientific 
consideration of the problems of consumption. To omit such 
consideration during the eighteenth and early nineteenth cen- 
turies would have been justifiable, but to omit such considera- 
tion under present conditions is inexcusable. Such omission 
may, perhaps, be explained by the power of tradition over the 
academic mind, but if the traditional school of economics is 
to be of any service in solving the current problems of economic 
and social life, then discussions as to whether consumption may 
properly be considered a subject for the textbooks on economics 
had better be shelved and inquiries into the nature of consump- 
tion started. If the students of the traditional economics do 
not act on consumption, it is certain that new schools of 
economic thought will arise to carry on this study and these 
schools may even supersede the political economists still rally- 
ing to the battle cries and carrying the standards of the political 
economists of the eighteenth and nineteenth centuries. 
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Development ef the Economics of Consumption in 
France—The first writer on political economy to give an im- 
portant place to the subject of consumption was the French 
writer, J. B. Say, in his “Traité d’Economie Politique.’ An 
entire section was devoted to an analysis of consumption and its 
relation to production. As viewed from the present this treat- 
ment seems very superficial and elementary but it must be re- 
membered that to most economists of that time there was no 
reason whatever for a discussion of this subject. It is interest- 
ing to note that the first comprehensive discussion of the sub- 
ject of consumption should have been attempted by a French 
rather than an English economist. It is also interesting to note 
that throughout the nineteenth century, French economists as 
a rule follow the lead of J. B. Say in giving an important place 
to the considerations of consumption, whereas in England 
the subject was largely neglected until the last quarter of the 
century. De Sismondi, a Swiss economist who may, however, 
be classed with the French school, writing in 1819 added to 
the contributions of J. B. Say by incisive criticisms of Adam 
Smith and David Ricardo, the British economists, for their 
failure to treat of consumption in relation to economics. 

One of the most outstanding works in the field of political 
economy during the nineteenth century was by F. Bastiat 
entitled “Economic Harmonies,” published in 1850, which 
as has already been noted, gave consumption the first and lead- 
ing place in his treatment of economics. 

_ Four years later, reports on standards of living among 
various classes of people began to appear written by Le Play, 
a French engineer, who turned to economics as a diversion and 
later as a mission to improve living conditions. More will be 
said of Le Play’s work in a later chapter. 

One of the greatest of living French economists, M. Charles 
Gide, completed his first work on the “Principles of Political 
Economy” in 1884. Up to 1925, this work which had passed 
through twenty-three editions and had as well been translated 
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into many languages, gave an important and clear treatment of 
consumption. Gide’s work may be compared favorably for 
clarity and comprehensiveness with anything that has been writ- 
ten in any nation or language. 


English Economic Treatment of Consumption.—The first 
attempt to cover the subject of consumption as a branch of 
economics was made by Lord Lauderdale in his “Inquiry into 
the Nature and Origin of Public Wealth” in 1804. This book 
offered the pioneer treatment on the subject of demand, includ- 
ing such concepts as elasticity of demand under varying condi- 
tions of price and supply. Naturally this treatment resulted in 
an emphasis on the study of consumption. Lord Lauderdale’s 
work, however, came much too early in the evolution of 
economic thought to command attention and his work remained 
largely unread for seventy years or more. 

From time to time after Lord Lauderdale, various British 
economists such as Daniel Raymond in 1820, and J. R. Mc- 
Culloch in 1828, attempted to call attention to the importance of 
consumption in economic science but without influence or effect 
on the major lines of economic development. 

The first English economist with views on the economics of 
consumption to make a wide impression was W. S. Jevons, 
whose first book appeared in 1871. In some respects Jevons’ 
thinking bore a resemblance to that of Lord Lauderdale but 
his analysis goes much farther and bears the mark of much 
real originality. 

Jevons’ treatment of consumption included a development 
of the concepts of utility and of diminishing and final or 
marginal utility, all of which have found a prominent place 
- in present-day economics. 

In his treatment of variety in human wants Jevons tried 
to work out a law of succession of wants beginning with those 
which human beings strive to satisfy first and then, by regular 
steps, to other wants which would come next, and so on. Jevons 
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believed that the primary wants came in the following order: 
air, food, clothing, housing, literature, articles of adornment 
and immediate amusements. The present-day reader will see 
the inadequacy and error of such an order of wants, and while 
several efforts have been made by Jevons’ followers to arrive 
at some sound statement regarding the succession of wants 
nothing important has so far been accomplished. 

Jevons was also the first to develop a theory of value and 
price dependent upon demand. Former economists in their 
efforts to explain price dwelt on factors of supply. Production 
and supply were always uppermost in their minds. It was in 
connection with his attempt to explain price that Jevons drew 
up an analysis of final or marginal utility which was later taken 
up quite independently by the so-called Austrian school of 
economists and through them accepted as an important contribu- 
tion to the theory of value by modern economists. 

Jevons propounded many original views some of which, 
such as his theory of business cycles, have since received wide 
attention and adoption, and others, such as his theory of a 
pleasure and pain calculus, have, so far, not attained any 
scientific standing. 


German Economic Treatment of Consumption.—In Ger- 
many the development of economic thought followed somewhat 
the same course as in England. Most of the economists placed 
the emphasis of their research and analysis on the development 
of production and national greatness, but as among the Eng- 
lish economists, there were a few German writers who felt 
that the subject of consumption deserved consideration. Among 
these was Hermann who included a chapter on consumption 
in his economic treatise published as early as 1832. His treat- 
ment, however, was very much like that of Lord Lauderdale. 

Roscher’s “System of Political Economy,’ first published 
in 1854, and for more than a generation the standard textbook 
on political economy in Germany, devoted several sections to 
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consumption, stressing its importance to production and de- 
scribing the types and principles of consumption. 

The development of the economics of price based on con- 
sumption, or rather on demand, was made by what was known 
as the Austrian school of economics including Menger whose 
work began to be published in the early seventies, followed by 
Bohm-Bawerk and more recently Von Wieser, whose works 
continued to appear practically down to the time of his death 
in 1925. The output of the Austrian economists was charac- 
terized by extremely thorough analyses of such economic sub- 
jects as value in exchange and of price. 

It was in connection with their explanations of price that 
the subject of demand came in for intensive consideration. 
Through them the laws of diminishing utility and of marginal 
utility came to be accepted as the basis for the theory of price, 
and through the Austrian economists rather than Jevons, who 
was the first to present this idea, the later economists, including 
Alfred Marshal of England and others both in Europe and 
in America, came to adopt the marginal utility theory, the Aus- 
trian theory of exchange value and price. 


The Theory of Consumption among American Econo- 
mists—At the present time, economists seem to be much di- 
vided in opinion as to the degree of importance to assign to the 
subject of consumption in their respective treatises, but instead 
of occupying a minority position those who treat of consump- 
tion are probably now in the majority. In America as early as 
1889, Simon Patten wrote a book entitled “Consumption of 
Wealth,” in which he called attention to the evolution of society 
through its physical control of the force of nature. The most 
primitive societies, according to Patten, were almost always in a 
condition of deficit so far as their supply of the necessities of 
life were concerned. As these societies developed, the periods of 
deficit or shortage of the necessities of life declined and, as 
Patten pointed out, in aff probability the development would 
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continue until deficits were completely wiped out for all progres- 
sive nations. Patten terms this development a progress from a 
pain to a pleasure economy. That his view has been substan- 
tiated by the progress actually made among Western nations 
goes without saying. Economic surpluses have come into 
existence and have become available for more and more people, 
with the result that they now exercise a degree of freedom and 
choice in relation to consumption formerly unheard of and 
indeed undreamed of. 

Since Patten’s work, referred to above, other American 
economists, including Richard T. Ely and H. A. Seager, have 
given consumption prominent places in their textbooks. On 
the other hand, there are still a number of brilliant economists 
who in their works on economics still follow the eighteenth and 
early nineteenth century traditions either of disputing the right 
of consumption to treatment or of omitting it from considera- 
tion entirely. 
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CHAPTER III 
ECONOMIC DEFINITIONS AND APPLICATIONS 


In an effort to outline the economic principles of consump- 
tion many terms will be used which have a more or less techni- 
cal meaning and, to avoid misconstruction, they need definition. 
So far as possible the definitions found in standard works on 
economics will be followed. 


Definition of Consumption.—The term consumption, as it 
occurs in most textbooks of economics, means the use of goods 
in the satisfaction of human wants. 

The consumption of goods usually involves destruction or 
at least deterioration and shrinkage in values. In some cases the 
destruction is almost immediate, as in the consumption of a 
cup of tea or the smoking of a cigar. In other cases it may 
take a long time to use up or wear out the goods that are be- 
ing consumed. A hat or coat will last a season, a year or even 
longer. Some consumption goods, such as furniture, floor 
coverings, pianos and automobiles, last for several years. A 
dwelling house may last for a generation or more. Still other 
goods, such as paintings, statuary and jewels, last for cen- 
turies. In some cases there is even no shrinkage of values. 
Many works of art are worth much more after a passage of 
time than when they were first produced. 

From the foregoing it will be seen that consumption does 
not always mean immediate or even ultimate destruction or de- 
terioration of value. Clearly, there is no destruction of goods 
in the kind of consumption that merely seeks to satisfy the de- 
sire for ownership, as in the collection of curios, postage stamps, 
coins or works of art. The collector enjoys the satisfaction of 
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his want, but the goods remain intact and undestroyed. The 
collector’s passion results in their removal from the market, at 
least for a time. Others are prevented from owning or enjoy- 
ing them unless the collection is opened for exhibition. At the 
death of the collector, the entire collection may again, as often 
happens, be turned onto the market and so once more become 
available for others. While owned by the collector, however, 
the control of such objects is technically a form of consumption. 

While consumption is the use of goods in the satisfaction 
of human wants, it may also be possible to find illustrations of 
goods used by consumers which are not at least directly satis- 
factory and which are used in spite of the fact that they may 
be very unpleasant or repugnant. The taking of a dose of 
bitter medicine is a case of this type of consumption. Ob- 
viously, the ultimate object of the consumption of the medi- 
cine is to secure a beneficial and satisfactory result so that the 
exception is more apparent than real. 

Consumption, judged by purely objective standards, may 
be useful, useless, foolish or even harmful. Whether con- 
sumption be useful, useless or harmful, its purpose is always 
the satisfaction of human wants. Consumption is also some- 
times classified as productive and unproductive. Productive 
consumption is usually taken to mean any consumption that sat- 
isfies an economic want whereas unproductive consumption is 
a term applied to consumption purely for the gratification of 
a whim or pleasure. The classifications of consumption as 
useful and useless and as productive and unproductive carry 
with them a connotation of right and wrong. Such consid- 
erations are important in the development of arts of living, but 
for immediate purposes may be passed over. 

Consumption goods are also frequently classified as necessi- 
ties, comforts and luxuries, depending upon the essential de- 
gree of satisfaction of physical and social requirements. A 
later chapter will discuss the problems rising in connection 
with the consumption of luxuries. 
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Consumption, broadly considered, includes all of the proc- 
esses in the use of goods in the satisfaction of human wants. 
From this standpoint consumption may be considered as includ- 
ing physiological processes as well as mental anticipations and 
final reactions of satisfaction upon: which the values of the 
goods are determined. However, economics of consumption as 
a science can scarcely deal with the eating and digestion of food 
and the day to day use of apparel and home furnishings. These 
subjects constitute the provinces of dietetics, physiology and 
hygiene. The science of the economics of consumption con- 
siders, first, the nature of the human wants to be satisfied by 
consumption; second, the degrees of satisfaction to be obtained 
from the consumption of various goods and which in turn 
modify the wants for future goods; and third, the considera- 
tions which lead to the selection and purchase of goods for 
consumption. 

Economic theory, as the celebrated Austrian economist, 
Von Wieser (already quoted) has stated, is not interested in 
the physical process of consuming commodities, but it is deeply 
interested in the considerations that lead to the choice of cer- 
tain commodities to the exclusion of others in the satisfaction 
of human wants. Economic theory may not be directly con- 
cerned over what enjoyments or satisfactions are morally per- 
missible, healthful or artistically valuable, but, indirectly, 
economic theory must be greatly concerned over these points, 
for their effects on the selection and purchase of commodities 
is profound. The study of what is consumed and why, is not 
only important from the standpoint of the consumer but also 
exceedingly important even in a study of the economics of 
production. 

Production which is given such a large place in most text- 
books is often spoken of as the science of wealth-getting. Con- 
sumption may, with equal propriety, be considered as the science 
of wealth spending. 
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Economic Goods.—In the literature of business as well as 
economics one frequently finds the term “goods” with a speci- 
fic meaning that needs to be made clear. Goods are commodi- 
ties that can satisfy human wants. The specific quality in the 
goods that satisfy the specific human want is called “utility.” 
All goods are “goods” because they possess utility, the quality 
of satisfying human wants. 

Goods may, of course, be unlimited in quantity and accessi- 
ble to all, such as air and, under most conditions, water, and 
hence may be obtained without effort or purchase and are there- 
fore called free goods. 

Goods of high utility that are limited in quantity, or diffi- 
cult to get are said to be in demand and command a price. 
Such goods are known as economic goods. 

Consumer demand, a term that we shall frequently use 
in this book, simply means human want for economic goods 
accompanied by the power to buy. Consumer demand is ef- 
fective market demand for economic goods used by consum- 
ers. The measure of demand is the volume of actual 
purchases made expressed in units of goods at a price. 

As may be inferred from what has already been said, hu- 
man wants are almost unlimited in variety. Any list of goods 
wanted by human beings would be exceedingly long. On the 
other hand any individual want is definitely limited in its 
capacity for satisfaction. Thus, while the human being lives, 
there are wants constantly striving for satisfaction so that it 
may be stated that human beings are hardly ever satisfied, but 
particular wants may be and frequently are gratified to the 
full. Thus while there can probably never be any general over- 
supply of goods satisfying all human wants, it is not only possi- 
ble but actually true that there may frequently be overproduc- 
tion of individual items through overestimation of producers, 
or no estimation at all, as so frequently happens, of the amount 
required to satisfy particular wants. 
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The Law of Diminishing Utility—The amount of any 
commodity that will be wanted and taken at one time in any 
market depends upon many factors and conditions, but under 
any conditions, even where goods are free, there are 
limits to the amounts that will be wanted for consumption. 
One cannot find satisfaction in drinking more water than will 
satisfy one’s thirst. One does not want more air than that 
which is needed to supply one’s lungs. Beautiful sunsets are 
available to the satisfaction of many people, as are picturesque 
scenery, the pleasures of free parks and playgrounds, art 
museums and libraries, but obviously there are limits to one’s 
joy in the use of any of these. 

The first units consumed at a given time of practically all 
sorts of goods yield a higher degree of satisfaction than fol- 
lowing units. As consumption of any commodity continues, the 
degree of satisfaction declines until a point is reached where 
there is no enjoyment at all and beyond which further con- 
sumption results in actual discomfort or pain. This fact con- 
cerning consumption is known as the law of diminishing utility. 

If the supply of any given commodity is limited, then the 
last unit of that commodity available may still have an appreci- 
able intensity of satisfaction. The intensity or degree of satis- 
faction available from the consumption of that last unit of a 
commodity is known as its marginal utility. This is a highly 
important fact of economics which is utilized in the develop- 
ment of a theory of value and price. This will be discussed 
later on. . 


Elasticity of Demand—When one passes from free goods 
to economic goods, the limits of demand are circumscribed by 
other factors than diminishing utility. The demand for eco- 
nomic goods is limited by purchasing power and considerations 
of the best use of that purchasing power. Thus, as prices go up 
buyers purchase less and less, or drop out of the market en- 
tirely. This tendency on the part of consumers to purchase 
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less as the price goes up and more as the price goes down is 
termed the elasticity of demand. 

Elasticity of demand can usually be determined statistically 
in any market. Several studies have been made to determine 
precisely what effects price changes had on the consumer de- 
mand for particular commodities. Thus, a study was made 
on the demand for sugar for the period from 1890 to 1914 by 
H. Shultz, which indicated that a 1% increase in price meant 
invariably about a 1% decline in pounds consumed, and vice 
versa. Similar studies have also been made for wheat ! and for 
potatoes.” ; 

There is undoubtedly a very important field of study in de- 
termining the degrees of elasticity of demand for particular 
commodities and under given conditions. These studies should 
prove very helpful in drawing up predictions of the volume of 
consumption and in the predetermination of possible markets 
at given prices. Such studies should also be useful as aids in 
setting the prices at which a given quantity of goods can find a 
ready market. These are important subjects concerning 
which the standard treatises on economics and on practical 
business are largely silent. 


The Rise of New Wants.—The satisfaction of any given 
want is usually followed by a rise of new wants. Some econo- 
mists have called attention to this by declaring that there is a 
law of variety in demand. This is merely another way of say- 
ing that there is a human desire for change. 

There is much ground for the belief that when some of the 
more elementary wants have been satisfied, one for example, 
for food and for shelter, other wants take their places. The 
' intensity of desire where there are but limited economic means 
‘may be very great, but the number of wants is probably not 
nearly so great as among those who have ampler means and 


2R. A, Lehfeldt, Elasticity of Demand for Wheat, Economic Journal, June, 1914. 
3H. Working, Elasticity of Demand and the Potato Industry, University of Minne- 
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who are scarcely ever conscious of such desires as hunger and 
thirst. It may be possible, therefore, to state that with most 
people the satisfaction of the more elementary wants is ac- 
companied by the rise of a number of new wants whose satis- 
faction may not be nearly so imperative from the standpoint 
of preservation of life and perhaps may not be nearly so in- 
tense but which still press for satisfaction very keenly. Thus, 
under conditions of rising income the circle of felt wants 
tends to grow ever wider as the income increases. In fact, as 
has been commonly observed, consumption tends to approxi- 
mate the limit of income regardless of what that income may 
be. Thrift, it is true, arises and savings are made; but for 
the masses of the people their bounding ambitions for a higher 
standard of living and the general desire for the satisfaction of 
more and more wants seems to be a most powerful factor in 
human nature. 


Order of Satisfaction of Wants—As indicated in the pre- 
ceding chapter, some economists, such as W. S. Jevons in 
England and Simon Patten in the United States, some years 
ago thought it might be possible to indicate the order in which 
wants arise and are gratified. Not much progress has been 
made in this direction, however, and it may be assumed that 
studies on this point promise very little of value. It seems 
certain, nevertheless, that as income increases and the satis- 
faction of the more elementary wants occurs there follows a 
progressive development of other desires and tastes. 

The order of satisfaction of wants is affected by many 
considerations some of which are due to physical and others 
to purely mental and social causes. To aman who has just 
been rescued from death in the Sahara Desert, the first great 
desire is for water, the second for food, and the third for sleep 
and rest. The wants of people living under highly civilized 
conditions cannot be tabulated so simply and so definitely. 

One may approximate an order in demand under certain 
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conditions such as when the consumer becomes an owner of 
an automobile. Almost automatically he becomes a prospect, 
in the following order, for insurance, automobile accessories, 
sport clothes and so on. Similarly, the buyer of a home be- 
comes, in order, the prospect for furniture, floor coverings, 
draperies and other home furnishings. Thus marriages, births, 
opening of school, going to work and other important events 
in the lives of individuals carry with them an orderly series 
of demands for consumer goods. All of these instances are 
specific. Generally speaking, no order in consumption has 
been definitely discovered, as was hoped by Jevons and Patten, 
beyond such cases. 

The order of physical wants might possibly be accurately 
specified were it not for the conjuncture of other factors 
largely mental and social. Habit, custom, fashion, notions of 
utility and of right and wrong, as well as general knowledge 
and susceptibility to sales promotion, affect the order in con- 
sumption very greatly from individual to individual. So while 
there may even be average trends in the order of consumption, 
the knowledge of which may be helpful, it seems unlikely that 
any general system of prediction can be worked out to cover 
all cases. 


Present Goods Valued Higher Than Future Goods.—One 
may find a general rule or order of preference when one 
compares present with future goods. It is a characteristic of 
human wants that those which press for immediate satisfaction 
are much more imperious than those which may be satisfied in 
the future. So those goods offered for immediate satisfaction 
are appraised considerably higher than those goods that become 
available in the future. This fact accounts for the difficulties 
of thrift and explains the payment of interest. Thrift is largely, 
although not entirely, a matter of foresight and imagination 
relative to future wants and their satisfactions. Interest is paid 
for present use of money or wealth to be repaid later. 
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When a man borrows for productive purposes, the motive 
for obtaining present wealth, to be sure, is strengthened by the 
anticipation of using the loan in such a way as to earn not 
only the interest paid but some profit besides. Interest on loans 
made for the purpose of purchasing consumer goods, whether 
in the form of straight credits or instalment credits, definitely 
measures the consumer’s intensity of desire for present over 
future goods. 


Other Factors Affecting Consumer Choice.—The charac- 
ter of human wants and, even more, the degrees of their in- 
tensity are modified to a very great extent by the prevailing 
standards of art and beauty, of custom and modesty and last 
but not least by prevailing fashions. In music, painting, — 
sculpture, drama and literature, the consumption appeal is 
directly to the sense of art and to the feeling for the beauti- 
ful. Similarly, the demands for clothing, home furnishings, 
automobiles and other goods, while they satisfy other require- 
ments, their appearance to the eye, and their intrinsic beauty 
are essential factors. Consumer demand is not merely ex- 
pressed in requirements for calories, degrees of temperature 
and protection from the elements. The table setting, the 
linen, silver, glass and china accompanying the service of food, 
are as essential to the satisfaction of appetite as the heat units 
and vitamins contained in the food consumed. It is difficult, 
if not impossible, to think of the consumption of any com- 
modity in terms of its barest physical utility. Forms, observ- 
ances, manners, customs and the changing trends of fashion 
dominate in every field. 


Economic Explanation of Price—The modern explana- 
tion of price is largely founded on the known facts and laws 
of consumer demand. The marginal utility theory of price, 
so called, which emphasjzes the importance of demand, is pre- 
sented and described in practically every present-day book on 
political economy. A brief review of the development of 
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economic theory of price during the nineteenth century may 
be of interest in order that the emphasis now placed upon the 
marginal utility theory may be more fully understood and 
appreciated. 

There have been many explanations of how prices are made 
but most of these explanations fall into five general groups 
according to the causes of price which have been believed most 
important, as follows: 


1. Labor cost 

2. Cost of production 
3. Cost of reproduction 
4. Supply and demand 
5. Marginal utility 


Certain early socialists held that the price of any object 
depended upon the amount of labor expended in its production. 
The eminent English economist, Ricardo, in the early part of 
the nineteenth century, tried to explain price in terms of cost 
of production of goods, adding rent and interest to labor cost. 
Later, Bastiat, a French economist of the middle nineteenth 
century, qualified Ricardo’s explanation of price by urging that 
it depended not upon the part cost of production, but rather upon 
the cost of reproduction. All three of these explanations have 
had widespread irfluence. 

Throughout modern times supply and demand have been 
the commonly accepted explanation of price. The only diffi- 
culty about this explanation is that both terms, supply and 
demarid, require additional explanation. These terms are com-. 
monly used by business men as well as by economists, but 
generally without any clear notion of what each comprehends. 
Taken in the ordinary sense, the supply and demand explana- 
tion of price simply means that certain goods in existence or 
to be produced are desired or wanted. Offers of these goods 
on the one hand and of prices on the other are followed by 
transfers of ownership. 


Google 


44 ECONOMIC PRINCIPLES OF CONSUMPTION 


Under the supply and demand theory, sellers and buyers 
trade and bargain with each other, testing the intensity to buy 
on the one hand and the intensity to sell on the other. When 
buyers’ demand, that is, desire plus purchasing power, goes 
down, prices decline. When the intensity of buyers’ demands 
rises, then prices rise. Similarly, when the desire of sellers 
to sell declines prices go up and when the desire to sell is strong, 
prices go down. 

The supply and demand theory depends upon bargaining 
and market higgling to complete transactions. It may well be 
called the bargaining theory of price. Back of supply on the 
one hand, and demand on the other, lie the real reasons for 
selling and buying and any real explanation of price must take 
these reasons into account. 

The cost theories already enumerated emphasized the fac- 
tors affecting supply. Not until nearly the close of the nine- 
teenth century, however, was any attempt made to analyze de- 
mand and to note its real effect on price making. The first 
result of the acceptance of demand theories of value and price 
was an overemphasis on this factor and ‘the neglect of the 
supply factors. Present-day economists tend to give both supply 
and demand, or rather the factors that underlie supply and de- 
mand, equal place in the explanation of price. 

The analysis of demand for the purpose of explaining price 
began by a study of the meaning of such common market 
maxims as “‘a thing is worth what the buyer thinks it is worth,” 
and “a thing is worth what you can get for it.” The customer’s 
viewpoint came in for careful consideration. Human mo- 
tives and mental processes were analyzed and their effects traced 
in conduct. This evolution of thought finally led to the state- 
ment of the marginal utility theory of price. 

The marginal utility theory of price, with certain modifi- 
cations, is now commonly accepted by most economists and, in- 
asmuch as it is based primarily on demand, a brief statement 
of the nature of this theory may be made here. 
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The marginal utility theory of price begins with the well- 
known law and commonly accepted fact that the intensity of 
desire for any particular object tends to decline as successive 
units of that object are acquired and consumed, the law of 
diminishing utility. 

The last unit acquired under any given set of circumstances 
is called the marginal unit. The degree of satisfaction that 
can be gained from that last marginal unit is called its marginal 
utility. , 

Note must be taken, of course, that what will be the mar- 
ginal unit varies greatly with time, place, purchasing power of 
consumers, and prices at which goods are offered by sellers. 

Under the marginal utility theory, price is simply the 
measure in terms of money of the satisfaction the buyer thinks 
he will obtain from the marginal utility. Suppose that a hungry 
man is offered the opportunity to buy three sandwiches and the 
seller desires to dispose of all three in one sale. To the hungry 
customer one sandwich may be so important in satisfying 
his hunger that he might be willing to pay $1.00 for it. For 
the second sandwich, however, he will not be willing to pay 
as much for the reason that, after eating the first, his hunger 
will not be nearly so strong and therefore the utility will be 
much less. Let us assume that he will be willing to pay 25 
cents for it. The strength of desire for the third sandwich 
would naturally be still less than for the second, so that the 
seller might not be able to get more than 15 cents for it. 

Under this theoretical presentation it is assumed that all 
three sandwiches must be sold at one time to one person. Un- 
der this supposition it is the utility of the third or last sand- 
wich which makes the price at which the sale will be made. 
Since the third or marginal unit is in no way different in any 
objective sense from the other two and since all three must be 
sold, the buyer is able to secure all three at the price of the 
marginal unit, namely, 15 cents each. 

If the supply of any desired commodity is unlimited, then 


Google 


46 ECONOMIC PRINCIPLES OF CONSUMPTION 


the want for such a commodity will be satisfied completely. 
The last or marginal unit that will be taken will be barely 
wanted but with such indifference that it will not be paid for. 
For example, the utility of air to human beings is very great ; 
without it all would perish quickly but the supply under all 
ordinary conditions is without limit so that the utility of any 
particular or marginal unit amounts almost to nothing. Con- 
sequently, no value is placed on a particular breath of air for 
the reason that it is a matter of indifference whether this par- 
ticular unit of air is consumed or not; it will command no 
price and is said to be without market value. 

Whenever the supply of any useful commodity is limited 
so that consumers cannot easily and freely secure all they want 
of it, then the final or marginal unit will still be accompanied 
by feeling of desire the strength of which is measured by the 
price that will be paid for it. 

Thus the marginal utility theory explains why unlimited 
and easily accessible goods such as air and water are free, why 
other goods such as iron and copper with a very high degree of 
general utility but rather plentiful in quantity, are worth less 
than gold and silver which are less useful and less plentiful. 
Scarcity of supply coupled with high marginal utility means 
high prices. 

This theory also explains why a decrease in supply may 
actually increase the total value of all units of any commodity. 
It is a well-known fact that farmers are sometimes ruined by 
abundant crops and that fruits and vegetables destined for 
New York and other city markets are sometimes dumped into 
the sea so that the entire remaining supply of fruits and vege- 
tables may bring higher prices and greater profit than they 
would under conditions of glut. Early English economists 
were shocked at hearing of shrewd Dutch traders who had 
imported spices from the East Indies and who when they found 
that the supply exceeded the requirements of customary de- 
mands burned a part in order that they might get more for 
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the remainder. The control of supply in order to secure a more 
profitable price for the whole is one of the chief market weapons 
of monopoly. 

The price that the consumer will pay for any particular ob- 
ject depends, as we have seen, upon many factors that help to 
fix the marginal utility. Custom and habit are powerful both 
on the supply and demand sides. Prices which have usually 
been paid in the past are important. The customary price for 
similar goods, or for goods that may serve the same purpose, 
is also important. 

The marginal utility, and therefore the price of any goods, 
also depend, with a given purchaser, upon the other wants that 
may press that purchaser. Under conditions of limited pur- 
chasing power, the need for making the dollar go as far as 
possible, the marginal utility of many objects offered for sale 
must pale into insignificance as the thought of other urgent 
needs comes to mind. That is to say, the marginal utility of a 
particular item in any case is likely to depend upon the marginal 
utility of other goods. 

The purchaser in his attempts to arrive at an estimate or 
measure of the marginal utility, and therefore of the price of 
any commodity, may also give consideration to the possibili- 
ties of shopping in different markets and in consulting other 
sellers. The purchaser is also almost certain to take into con- 
sideration the keenness and anxiety exhibited by the sellers. 

The marginal utility in the consumer’s mind may also de- 
pend upon the competition of other buyers for the same goods 
or similar goods. There may also be a consideration by the pur- 
chaser of the cost or effort of getting the purchasing power 
which is to be used in making the purchase. Where that effort 
has been very great, there may presumably be more care exer- 
cised and greater hesitation in making the marginal purchases 
proposed by a seller than where the money has come more easily 
or without efforts at all. 
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Bargaining power is another important factor in fixing the 
measure of marginal utility and the determination of price. 
It seems probable that bargaining ability has not been given 
sufficient importance in the books on economics. Bargaining 
ability is in part the ability to conceal the real extent of desire 
to buy, and sales ability is to stimulate the desires to buy by 
appeals to the imagination of the buyer. Bargaining ability on 
the part of the buyer includes the ability to gauge accurately 
the degree of keenness to sell and the reasons for the sale; on 
the part of the seller, to sense the proper appeals to stimulate 
the desires of the buyer. Bargaining ability is usually equal 
to a considerable difference in price as a stimulus to complet- 
ing a transaction. 

Actual results in satisfactions are, of course, often very 
different from anticipations. The accuracy of such anticipa- 
tions is naturally the result to a large extent of the complete- 
ness of knowledge that the purchaser may have concerning the 
goods, their use and likewise of alternative goods and their 
uses, so that one may say that the knowledge and experience 
of the purchaser are exceedingly important factors in the bar- 
gaining power of that purchaser. 

Fashion has already been referred to as a powerful force 
affecting human wants profoundly. Consequently, fashion is 
an important factor in determining the marginal utility and 
therefore the price of objects in which style is important and 
which are under consideration for purchase. 

On the other hand, in offering his goods and fixing his 
price offer, the seller naturally considers his costs of produc- 
tion or reproduction. The selling price must ordinarily cover 
all expenses that go into the product. The seller will also 
consider current prices of the same or similar goods, of alter- 
native goods, of competition, of custom and habit, and, so far 
as possible, the power or influence that may be brought to 
bear through advertising and salesmanship. 
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Consumer Surplus.—In conclusion of this brief survey of 
the marginal utility theory and its application to the explana- 
tion of price, attention may be called to a point developed by 
several economists of what has been called consumer surplus. 
By this term is meant a surplus of satisfaction or utility in 
,excess of the price paid based on the marginal utility. To 
illustrate : suppose that a purchaser desired four units of a given 
commodity and is willing to pay for these a unit price of $1.00 
each, this being the marginal utility of the fourth unit of pur- 
chase. If but one of the four units were available, it is con- 
ceivable that the purchaser might be willing to pay as high as 
$3.00, $4.00, or even more for it. Let us say $4.00. For the 
second unit he might be willing to pay $3.00, and for the third 
unit he might be willing to pay $1.50, and $1.00 for the fourth 
unit. Under conditions of ordinary purchase it is assumed that 
all four units may be purchased for $1.00 each, or a total of 
$4.00. Under the conditions of a limited supply and if each 
unit were purchased on its own basis, it may be assumed that 
the customer would be willing to pay up to $9.50 for the same 
goods. He doesn’t pay $9.50, he merely pays $4.00. The 
difference between what he would pay if he had to in order to 
get the supply of these goods needed and what he actually 
pays is his gain in utility over and above his cost in purchasing 
power. This gain represented by the difference between what 
would be paid and what is actually paid is consumer surplus. 

An interesting thought suggests itself in connection with 
consumer surplus as a possible opportunity for the extension of 
human happiness. It is likely that much enjoyment of eco- 
nomic goods as well as free goods is lost by the emphasis 
placed on bargaining for the marginal unit and on the marginal 
utility only. Some conscious appreciation of the consumer 
surplus and conscious enjoyment of the total utility of the 
goods purchased and consumed would, it seems, be a step to- 
ward a greater degree of human contentment and satisfaction. 
Whether this possibility is practicable or not, it is difficult to 
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say. The constitution of human nature may be exemplified 
by the little girl who actually obtains less happiness from having 
several dolls than another little girl less fortunately situated 
who may have but one. Similarly, the adult with an abundance 
of wealth may obtain less enjoyment therefrom than another 
person less fortunate in ownership but who obtains from his 
smaller amount a higher degree of keen conscious satisfaction. 
This constitutes an important problem for the consideration of 
teachers of applied economics as well as for consumers gen- 
erally. 
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CHAPTER IV 
CONSUMERS’ CHOICE 


No one can satisfy all of his wants. People are never en- 
tirely satisfied. This is partly due to outside limitations and 
partly to the restlessness of human life. Because the human 
being has many wants and because only a part of them at best 
can be satisfied, choice must be made. Decision, energy and 
purchasing power are directed to this end. Factors influencing 
the consumer in making such choice are to be discussed in this 
chapter. 


Factors in Consumers’ Choice.—The consumers’ choice of 
commodities to satisfy their wants is a complicated phenome- 
non. Such choice is dependent upon both subjective and objec- 
tive conditions. There are, obviously, fundamental physiologic 
wants which must be satisfied in order that the individual may 
continue to exist. These human wants under modern conditions 
are greatly modified by factors which deserve consideration by 
the student of consumption as well as the business man seeking 
to produce and to sell what consumers will buy. 

Probably all human wants have their roots in fundamental 
physiologic bases but their external expression under most con- 
ditions is certainly greatly modified and in some cases much dis- 
guised by the individual’s education, experience and contacts 
with other people. 

The number of things wanted by human beings seems un- 
limited, but in many cases these wants are so clearly related 
to each other that it may be possible to set up a fairly simple 
classification which should serve as a basic point of departure 
for all study of problems of consumption. The number of 
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classes is not large. Let us, therefore, attempt such an enu- 
meration of the factors of consumers’ choice and then a similar 
enumeration of the fundamental wants as modified by such 
factors. 

The following tabulation presents the leading factors which 
control and modify the consumers’ choice of commodities which 
will be discussed in this and following chapters. 

1. Fundamental wants 
2. Purchasing power 
3. Habits and customs 
4. Fashion 
5. Availability of goods 
6. Sales promotion 
7. Competition: for customers’ trade 
8. Monopoly control of market 
g. Goodwill control of market 
10. Education and experience 


1, Fundamental Human Wants.—Business men enter into 
business for the purpose of making a profit but profit is attained 
only through producing and selling goods which satisfy con- 
sumers’ wants, so it may be stated that consumers’ motives 
actually dominate systems of production and of distribution. 
Predetermination of consumer demand is essentially the esti- 
mation of what consumers desire and can pay for in terms of 
kind and quantity. Every selling point, so called, is.an appeal 
to prospective customers’ active or latent wants. Every 
merchandise display and every advertisement as well as every 
sales talk aims at presentation of selling points that appeal to 
such wants. The success of business, therefore, depends upon 
the final judgment of the consumer as determined in actual 
purchase. 

Of the wants which characterize people, some are naturally 
of greater significance in the sale of most commodities than 
others. It is to these that the salesman and advertising man 
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must turn to give his sales points effective appeal. The most 
successful advertisements as well as the most effective sales 
talks are those which make their appeals to the right wants. 

Interesting and valuable analyses have been made of con- 
sumers’ wants by Dickinson in his ‘‘Economic Motives” and by 
Copeland in his “Principles of Merchandising.” The present 
writer presented a list of such wants in his “Retail Selling and 
Store Management” published in 1913 and, with some revision, 
a similar list in his “Economics of Fashion” in 1928. 

A human being is essentially a bundle of wants. Life mani- 
fests itself in desires and in struggles to satisfy such desires. 
Complete cessation of all hungers and desires means death. 
This is only another way of saying that the fundamental wants 
of the human being are necessary to his existence and the 
commodities and services that satisfy these wants constitute 
the necessities of life. 

It is not the purpose here to attempt a detailed analysis of 
human wants but a brief mention of some of the leading ones 
of economic significance will be made. Nor must it be in- 
ferred that the order in which these wants are enumerated and 
presented here represent the respective importance of the wants. 
The order is rather the conventional one beginning with those 
wants or hungers in the scheme of life which are most neces- 
sary in existence. Actually, in highly complex social condi- 
tions, wants or hungers which are far down the scale in im- 
portance so far as survival or existence is concerned, assume the 
utmost of importance in the requirements of individuals and 
in the economic system. 


The Desire to Live-——The most fundamental want or hun- 
ger is the desire to live or to exist. Under difficult or primitive 
conditions the human individual may be called upon to express 
this want in many ways with great frequency. Under condi- 
tions of modern life in most societies the immediate danger 
of death or‘of injury is far removed. So this particular desire 
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lapses into a more insignificant position and other hungers take 
precedence for immediate satisfaction. 

However, there are different degrees of expression of the 
desire to live extending from the crude reflex efforts of an 
individual to avoid death or injury, by running away from a 
falling wall or escaping from the pathway of a fast moving 
train, to highly rational and carefully planned efforts to main- 
tain and preserve health and to secure a greater degree of ease 
and comfort. The exertion made to secure greater leisure is 
undoubtedly a refinement of the fundamental desire to live and 
to make the conditions of living easier. 

Thus this hunger to live and to enjoy freedom from danger, 
hardships, and strain accounts for the success of sales and ad- 
vertising appeals stressing convenience, ease of operation or 
use, dependability, safety, security from danger or ill health, 
less labor and more comfort. These points aim at a fuller sat- 
isfaction of the human want for a safer and easier existence. 


The Hunger for Food and Drink.—One of the most impe- 
rious wants and commonest in expression is the hunger for 
food and thirst for drink to which appeals are made in the 
sale of appetizing foods and beverages by descriptions of taste 
and smell, flavor and odor. 

In addition to the inherited appetites for food and drink, 
the human being also acquires habits of consumption for cer- 
tain commodities which in time become as insistent in hunger 
as any for more necessary and fundamental requirements. The 
tastes for tea and coffee, for example, are both acquired and the 
desires for these after they have once been established are 
surely as strong as the appetite for more substantial foods. The 
acquired desires for tobacco and alcoholic stimulants are often 
more powerful over consumers’ choice than the hungers for 
ordinary food. The demand for such commodities may be illu- 
sory but they are as insistent as the regular hungers and as 
powerful in determining choice as any that might be named. 
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Love of the Opposite Sex—Love of the opposite sex 
needs but the mere statement here to call attention to its in- 
sistence among the human desires that seek satisfaction and 
expression. Its influence in the choice of the commodities may 
not be so wide as in the case of hunger for food and drink, but 
it does nevertheless find expression in the choice of such goods 
as contribute to home-making, gifts of all kinds, confectionery, 
flowers and so on. The power of this human desire cannot 
be overemphasized. In this fundamental desire to appear at- 
tractive to and to gain the goodwill of the person loved, such 
commodities as contribute to personal appearance as well as 
others that may help to give pleasure and gain a favorable 
opinion are selected and purchased under the influence of this 
hunger. 


Love of Children—Love of children is likewise a domi- 
nant human want which finds its expression in the retail markets 
in the choice by customers of whatever may add to the comfort 
and pleasure of children as well as whatever may add to their 
health and growth. This involves the whole range of foods, 
clothing, furnishings, gifts, toys and materials for education. 


The Desire for Companionship.—The desire for compan- 
ionship, sometimes called gregariousness, is a fundamental 
human hunger that expresses itself in consumers’ choice for 
commodities which will help the individual to be with and to 
be like other people. The desire for companionship is a desire 
for the society of others and, in turn, to be sociable. Success in 
carrying forward this human want leads to the imitation of 
others in their consumption as well as other activities. This in 
turn means the use of the same sorts of commodities, the same 
food, the same clothing, furnishings and goods for entertain- 
ment. 


The Desire for Friendship.—Friendship, a higher degree 
of companionship, is another fundamental want of human 
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beings and whatever may be the influence of the desire for 
companionship on consumers’ choice is emphasized and intensi- 
fied in the desires and feelings for friendship. 


The Tendency to Self-Assertiveness—One of the most 
effective human wants, so far as consumption under modern 
conditions is concerned, is the human desire known as self- 
assertiveness. This tendency varies in degree from individual 
to individual and even in the same individual at various times 
from a simple desire for recognition through intermediate 
stages, such as wanting to be as good as one’s associates, to 
leadership and distinction, and, finally, to a desire for power 
or control over others secured either by some form of fascina- 
tion or persuasion on the one hand or by coercion or dominat- 
ing force on the other. The tendency to assertiveness has a 
great influence over the choice and consumption of goods, 
for through consumption methods it may be possible to secure 
the degree of recognition or of distinction desired. This 
fundamental desire is so powerful that it probably dominates 
the choice of the consumer in most lines of goods, particularly 
those which are to be used under social conditions. Thus, the 
choice of clothing, automobiles and home furnishings is prob- 
ably more influenced by the desire for social recognition than 
any other human want. There is scarcely any commodity pur- 
chased which is not influenced to some extent by the consider- 
ation of the effect of the use of such goods on other people. 


Play, Sport, and Adventure Tendencies.—Other funda- 
mental human wants which obviously have important effects 
on consumers’ choice include the desire for play, adventure, 
sports and outdoor life, all of which demand merchandise or 
goods useful in carrying on such activities. All human beings 
seem to have been born with desire to play, but the motive is 
strongest in youth although it never entirely passes out of the 
make-up of normal human beings no matter what their age. 
Lack of opportunity for active participation in play or ad- 
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venture, or even supplementing such activity leads to the enjoy- 
ment of the make-believe in fiction, drama, movies, and even 
in day-dreams. The interest in the thrilling story is the satis- 
faction of this human desire. 


Curiosity, Manipulation, Constructiveness, Creation — 
The human tendency of curiosity is a helpful factor in con- 
sumer choice in inducing the prospective customer to examine 
merchandise whose appearance and quality may otherwise be 
unknown and leads to choice under conditions such as may be 
described by the current expression of the consumer who says 
“I am willing to try anything once.” 

There are also definite tendencies in most human beings, 
closely related to curiosity, to pick up, to handle, to manipulate, 
and to operate things. The open counter in the retail store 
always attracts more people than the showcase or fenced-in 
display. The opportunity to handle goods is a powerful temp- 
tation that most cannot resist. Somewhat more definitely 
directed than the desire simply to handle is the want to make 
and construct things. This hunger explains the delight taken 
by many men in buying, owning and using tools, office equip- 
ment, cigar lighters and automobiles; and by women in fancy 
work, cookery, sewing, and in refurnishing their homes. The 
insistent pull of this want is evident among children who build, 
construct, take down, and rearrange their blocks, their mechani- 
cal toys and other playthings. The real interest of a child in 
a sand pile is not merely the desire to play but also the hunger 
to manipulate and create things. Sand.offers an easy medium 
for the crude expressions of the child. A world of merchandis- 
ing opportunity lies in the production and promotion of goods 
that serve to satisfy the constructive and creative tendencies 
in human nature. 


The Desire to Travel.—The desire to travel is widespread 
and probably fundamental. This hunger, in common with 
others that have been enumerated, carries with it the necessity 
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for the choice of merchandise suitable for travel purposes 
ranging from clothing and luggage to automobiles and air- 
planes. 


The Desire for the Beautiful—There ig embedded in 
human nature a very strong desire for that which appears beau- 
tiful. The interests and emphasis placed by human beings on 
color, on orderly combinations of lines and figures and the 
effort to apply colors and lines in orderly ways in apparel and 
home furnishings, can be explained only on the basis that it 
grows out of a very fundamental human want. Every sales 
appeal by personal salesmanship or by advertising that is aimed 
at more artistic appearance or that may be submitted to the 
taste of the consumer, is a direct effort to satisfy this hunger. 

The desire for beauty not only expresses itself in a demand 
for works of art of various kinds but modifies to a very great 
extent the demands for all other goods. Consumers do not 
merely buy durability in clothing and home furnishings; they 
select and purchase good appearance and good appearance is 
clearly an application of what is beautiful or artistic. There is 
even a strong influence of artistic taste in the hunger for food 
and particularly in the way foods are prepared and served. The 
hunger for food is not merely a desire for so many food units 
expressed in calories but includes table setting, linen, silver, 
glass, china and other accompaniments. All of these are con- 
sidered essential arts of our demands for food. Similar con- 
sumer demand for clothing and housing is not merely a demand 
for protection from the elements and certain degrees of tem- 
perature but for what is attractive to the eye. 


The Desire to Own.—Finally there is the deep set, wide- 
spread human desire to own things. Whatever may appear 
attractive or satisfactory to other human desires is likely to 
excite this want to own, and it seems to be accompanied by the 
desire to hold on and to give up with difficulty. The hunger 
for ownership is the fundamental desire operated in economic 
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exchange in buying and selling. Each wants what the other 
has, but desires to give as little in return as possible. The 
essential explanation of a sale to a consumer is that some 
commodity that is capable of satisfying any one or more of 
the other fundamental human hungers draws to its aid the 
desire for ownership which leads to the final selection of the 
object. 


The Underlying Emotions.—Back of all of these wants 
or hungers that have just been enumerated, there are accom- 
panying feelings or emotions, as for example, the satisfaction 
that comes when a hunger has been appeased. These feelings 
of satisfaction may range from simple feelings of content- 
ment up to the keenest pleasures and elation. 

When a hunger fails of satisfaction, there are likewise 
accompanying emotions of dissatisfaction such as disappoint- 
ment and sense of defeat. These feelings often arouse still 
others such as anger, resentment, and pugnacity. In this way 
Mother Nature has equipped us all to enjoy the satisfaction of 
our wants and, in case of failures, to feel our dissatisfactions 
so deeply as to challenge our deepest energies to continue the 
struggle of life. 

In the attempt to satisfy any of the hungers, conditions 
arise from time to time which are unexpected. Such condi- 
tions also provoke another set of feelings ranging from curiosity 
and surprise, to the more intense forms of wonder and awe. 

As a background of all human activity and choice, there lies 
on the horizon the constant cloud of fear, an emotion that 
accompanies the anticipation of failure to satisfy the hungers 
that have been enumerated above. Fear of death, danger, ill- 
ness, discomfort, starvation, loss of loved ones, loneliness, loss 
of friends, loss of position, power and influence—these and 
other fears serve to drive the individual to try to foresee, to 
plan, and to circumvent. In its lighter stages fear spurs the 
human being to greater exertion and to keener thinking. When 
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fear rises and envelops the individual’s mind and outlook, the 
effect stimulates attempts to flight and escape, and finally, in 
extreme fear, stupor and paralysis of the functions of the 
body. 

The driving forces of these fundamental hungers accom- 
panied by their background of feelings and emotions constitute 
the physiologic basis for consumer choice. The driving force 
of these fundamental hungers constitutes the very essence of 
the activities of life. The hungers, the struggles to secure their 
satisfaction, and the following contentments or disappoint- 
ments are life. Probably every thought and every act of every 
human being is either directly or indirectly the result of a 
hunger, want, desire or tendency. In a sense, therefore, every 
thought and act has a very practical object since it aims at 
some satisfaction. Thought itself, the organs through which 
thought functions, the brain and nervous systems, the senses of 
sight, hearing, smell, taste and touch—all are but aids in secur- 
ing a more adequate satisfaction of the fundamental wants. 
Thus hands, arms, legs, muscles and nails are but weapons or 
tools with which the human being helps itself to a better realiza- 
tion of possibilities of self, and the lever, the machine, the 
automobile, the airplane, the typewriter, the automatic rifle, the 
sciences of chemistry and physics, the division of labor and all 
human institutions are extensions and adaptations of the human 
organism used in securing a fuller satisfaction of the same 
fundamental wants. Whatever interests us does so because of 
its possibilities of satisfying some one of our wants. Every 
purchase is made because of a belief in its potential quality of 
satisfying a want. While life lasts there continues the inter- 
play of wants with their feelings, struggles and resulting feel- 
ings. Even in our sleep, as the Freudian psychologists would 
say, our dreams are either direct or symbolized expressions of 
wishes or wants. There are great lessons in these facts for 
all who would serve human beings in any way. 

The particular expression which any human want takes is 
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dependent upon many other factors some of which will now 
receive our attention. 


2. Purchasing Power—The most formidable factor in 
determining what a particular choice shall be is the consumer’s 
purchasing power. This factor is considered of prime impor- 
tance in this book and a major portion of it will deal with the 
effects that varying incomes under varying conditions have 
upon consumer choice. 


3. Habit and Custom.—The habits of individuals and the 
customs of groups, as they affect the consumption of goods, 
are necessarily important limitations upon the freedom of 
choice. Toa large extent most of the things that we use in our 
daily life were at one time, either with ourselves or others, the 
objects of careful, individual selection. Repeated selection of 
the same things resulted in habit. Through the formation of 
habit the consumer is saved a great deal of time and thinking 
that would otherwise have to be devoted to the making of a 
choice. No one would be able to accomplish any important 
work or make any progress whatsoever if every act of con- 
sumption were the result of the exercise of judgment and choice. 
While the rule of habit is an effective aid to the conservation 
of human energy, it serves at the same time as a distinct limi- 
tation upon the consumer’s choice. 

Habit is a term that applies to practices of individuals. 
Customs are habits followed by masses of people. Habit is 
individual, custom is social. As habit is a factor limiting the 
choice and consumption of the individual, so custom limits the 
choice and consumption of societies and nations. 

Quite obviously consumption is to a very great extent 
definitely modified and even controlled by custom. There are 
widespread national customs as well as local customs. Styles 
of dress, special foods and types of domestic architecture are 
peculiar to many countries and communities. New England pie, 
southern corn bread, Mexican tortillas, Irish bacon, Scotch 
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porridge, German sauerkraut and Chinese rice are distinctive 
foods, fixed in consumption by long custom. 

Sometimes such customs work great hardships on those who 
follow them. During the potato famines in Ireland in the 
second quarter of the nineteenth century it was said that the 
rivers and lakes were full of fish which could be easily caught 
but because of the dependence of the people on potatoes as a 
food fixed by habit and custom there was very little effort 
made to get fish, or in fact, any other available food. Euro- 
peans of the present time have found it difficult to adjust their 
food habits so as to include American corn in their diet. Simi- 
larly custom fixes standards of clothing, housing, sports and 
manners. 


CONSUMPTION AND Mopesty. What is wanted by people, 
particularly in lines such as clothing but to some extent even 
in other fields, is that which appears decent and modest. Long 
skirts may be warmer and perhaps more durable but were not 
wanted by women in 1928 because of their inappropriateness. 
Long skirts were not customary. The fashion favored short 
skirts. Long skirts even seemed immodest. Such is the power 
of custom. In former times when long skirts were in fashion 
then short skirts were considered inappropriate and immodest. 
Modesty is closely related to custom. What is not customary 
is likely to be considered immodest. In any case views on 
what is considered customary and modest have a very direct 
effect on what is purchased and consumed. 


4. Consumption and Fashion.—Given the fundamental 
human wants to the satisfaction of which all consumption is 
directed, the amount of purchasing power possessed by the 
consumer is the most important factor in determining the nature 
of consumption. The next most important factor in consumers’ 
choice is fashion. Most people whose means exceed the require- 
ments of the minimum for existence, whether conscious of it 
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or not, and whether they will or not, follow fashion in the 
selection and use of goods. Clothing, automobiles, home 
furnishings and domestic architecture are fields in which fash- 
ion dominates. Its influence is important even in food and 
drink. Just how fashion operates is described in the author’s 
“Economics of Fashion.” <A bare statement of its importance 
as a factor in consumers’ choice must suffice here. 


5. Consumption and Availability of Goods—An obvious 
limit to the exercise of consumers’ choice among the various 
goods offered and desired for the satisfaction of human wants 
is the availability or lack of availability of the goods them- 
selves. Probably every consumer has experienced disappoint- 
ment over inability to secure goods wanted and even more to 
secure just such goods as are desired. There is such a varia- 
tion in human wants that this situation arises more frequently 
than most people think. Students of consumer demand as 
affecting retail apparel sales estimate that from 60% to 85% 
of all women’s outer-wear sales and similar percentages of sales 
of other goods are compromises with the consumers’ actual 
desires. Failure to get just what they want results in purchases 
of something that will serve but which may never result in 
complete satisfaction. It is certain that a great many purchases 
made by consumers in every line are not just what would be 
bought if the individual were allowed absolutely free choice. 
While there are very wide varieties of goods produced and 
offered for the selection of the customer, human desires are 
even more variable so that the inability to secure the kinds of 
goods desired is an important limitation upon consumer de- 
mand 

In some instances there may also be limits placed on con- 
sumers’ choice because of the limited quantity of any desired 
goods available for the satisfaction of a given want. When 
many people desire an article for which there is a limited supply, 
it is a commonplace of economics that the price tends to rise, 
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and from our study of the marginal utility theory we know 
that this must mean that there remains a certain amount of 
unsatisfied desire. Every price decline, on the other hand, 
means a step nearer complete satisfaction of wants for the 
commodity under consideration. 


6. Business Control of Consumers’ Choice.—Another fac- 
tor affecting consumers’ choice is the control exercised by pro- 
ducers. There is a common belief expressed by many writers 
on economics and business subjects that producers exercise a 
high degree of control through advertising and salesmanship 
over consumer choice. Sometimes this control is described as 
a tyranny, and in other cases as if it were an unavoidable evil. 
Consumers. frequently complain that they are unable to find 
what they want and must perforce buy what is offered to them 
by retailers and producers. 

Obviously, producers themselves would like nothing better 
than to control consumer demand. Their large investments in 
manufacturing institutions depend for their profits upon the 
sales of the goods produced and distributed. The producer 
undergoes enormous risks in attempting to predict what con- 
sumers will want and in producing goods in quantity and dis- 
tributing them in advance of final consumers’ choice. From 
the producer’s standpoint it would be wonderfully simple if 
there were some formula for controlling consumers’ choice so 
that the market success of a given commodity could be assured 
in advance. . 

However, there is no known formula by which producers 
can control the choice of consumers—or at least no manufac- 
turer, no matter how successful he may be, seems at all cer- 
tain that he possesses such a formula. Not only the unsuccess- 
ful manufacturers but the successful ones as well are generally 
very keenly alive to the fact that consumer demand, so far as 
their individual products are concerned, is a very fragile thing, 
which may be lost if the utmost care is not exercised, and, in 
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fact, the possession of which cannot be guaranteed even under 
conditions of utmost vigilance. 

The usual method of attempting to secure some control 
or direction of consumer demand is through the use of sales 
promotion. National and local advertising, billboards and street 
car advertising, direct mail promotion, sampling, window dis- 
plays in retail stores and demonstrations, are the most fre- 
quently used forms of publicity to affect or influence consumers’ 
choice. The outstanding successes of concerns that have used 
advertising is a very definite measure of the proof of the value 
of sales promotion, but it may well be questioned whether 
even the best and most effective forms of sales promotion do 
more than stimulate consumers’ choice in lines in which wants 
are already making their presence felt. 


7. Competition—Certainly sales promotion under modern 
conditions can scarcely be spoken of as a limitation upon con- 
sumers’ choice, for there are literally thousands of concerns 
that are advertising their products in competition with each 
other for consumers’ decisions. The number of products seek- 
ing recognition of the consumer through advertising and other 
forms of sales promotion is very great. There are said to 
be over 400 dentifrices on the American market. The woman 
interested in toilet preparations going through a leading current 
fashion periodical carrying advertising of such products is 
scarcely limited in her choice by the fact that there are twelve 
varieties advertised in the pages of the single periodical, all 
of them, generally speaking, serving the same purpose. 

The effect of such competition of many concerns seeking the 
favor of the consumer undoubtedly does stimulate business, but 
it seems unlikely that such stimulation increases the total sale 
of products beyond a certain point in any fair relationship to 
the increased amount of sales promotion. To illustrate: a 
product advertised by the use of a full page in a given periodical 
secures a certain result therefrom. The addition of a competi- 
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tor, also using a full page in the same periodical, might con- 
ceivably stimulate demand for an additional volume of as much 
or more than the sales secured by the first advertiser. The net 
result of such competition of two advertisers might well be an 
increase in business for the first as well as satisfactory volume 
for the second. It is also conceivable that the addition of a 
third competitor using similar space in a given periodical might 
stimulate demand for still more volume so that all might be 
benefited by the increased competition. 

Obviously, however, there comes a stage in competition in 
which additional advertisers and additional advertising fail to 
induce a proportionate increase in the amount of sales. To 
use the common economic term, the law of diminishing re- 
turns sets in. In all likelihood the periodical referred to above, 
carrying twelve full-page advertisements of toilet preparations, 
all of which serve practically the same purpose, might induce 
several times as much business as a single advertisement; but 
it is hardly probable that twelve competitors, each using the 
same amount of advertising in a given periodical, would secure 
twelve times the effect that could be secured by the advertising 
effort of one concern. 

Sales promotion in all its forms is exceedingly productive 
when used as a means of promoting business on merchan- 
dise for which there already exists a demand either poten- 
tial or actual. The failures of advertising, of which there 
have been many, may in most cases be traced to efforts to create 
demand where none existed, attempts to change demand from 
fundamental trends or to create a demand for products which 
did not adequately fill the requirements of fundamental de- 
mand. 

Sales promotion with all its successes has definite limita- 
tions as a means of control of consumers’ choice, and it seems 
probable that with the progress of business these limitations 
may become more fully understood and given more careful con- 
sideration in business planning. Changing business conditions 
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are forcing such consideration. It is a well-known fact that the 
older forms of advertising as well as many forms of sales appeal 
are not nearly so effective now in securing results as they 
formerly were. Necessity has forced a rapid development in the 
technique of sales promotion in order that profitable results 
might be kept up. During the time in which advertising has 
developed, consumer choice, too, has worked out a technique 
of defense against the various forms of commercial promotion, 
so that much of the art of persuasion that is put into modern 
advertising is largely neutralized by the critical attitudes of 
the consumers. 

The volume of money expended for sales promotion has 
increased greatly during the last score of years. This increase 
has probably been considerably more rapid than the increase in 
volume of business resulting from such advertising. It seems, 
however, that the time may come, if indeed it has not already 
come, when ordinary means of sales promotion will be found 
of declining efficiency. In the tendency to build ever larger 
business organizations, to establish efficiently operated purchas- 
ing departments, to utilize standard specifications and to pre- 
determine demand, the importance of salesmanship is much 
reduced. Many of the most successful retail institutions of 
the country who carry, not complete lines but lines of mer- 
chandise such as the people prefer, now tend to eliminate the 
personal and persuasive elements in salesmanship and instead 
to stress buying what people will want without the necessity 
for high pressure selling. Chain stores, department stores, 
mail order houses, and cooperative buying organizations, all 
discount the functions of personal salesmanship. Whatever 
may -have been the situation in the past, a very large part of 
salesmanship today has come down to little more than simple 
explanation and order taking. Advertising and sales promo- 
tion, if it is to do any good, must now more than ever offer 
merchandise that will give consumers the satisfactions that they 
want. 
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8. Monopoly.—Naturally a producer’s monopoly over a 
necessity of life results in a complete control of consumer choice. 
Legislation prevents the establishment of such monopolies in 
all but a few instances based on patents. Consumers are pro- 
tected against monopoly control in practically every country; 
but even under conditions of monopoly the consumer is not 
usually entirely at its mercy excepting in cases of the most fun- 
damental and elementary necessities of life. In the sale and 
consumption of most commodities there is almost always an 
opportunity for alternative choices, and while the monopoly 
may be successful in obtaining higher prices, the higher prices 
tend to reduce the sales. When prices are raised, if it is at 
all possible, consumers either go without or utilize alternative 
goods. Public opinion when aroused will not tolerate monop- 
oly conditions. Tendencies in business to restrict the flow 
of products or limit consumers’ choices in any way by coercive 
measures are certain to lead to difficulty and trouble. 


9. Goodwill—There is another form of market control 
obtained by long-continued satisfactory relations with the con- 
suming public. A concern that consistently gives fair service 
and courteous dealing usually acquires a high degree of con- 
sumer friendship. In time the consumers’ impressions, when 
satisfactory, form habits of trade which become stronger with 
the passage of years so that it becomes very difficult for com- 
petition of any kind to take trade away from the concern that 
enjoys such goodwill. 

Goodwill is more effective in the control of consumers’ 
choice than monopoly. The manufacturer’s product which has 
given satisfaction to multitudes of consumers over a number 
of years may count on established habits of use and feelings 
of goodwill that are not easily broken up. The retailer who 
through years of fair dealing has gained the confidence of his 
consuming public, has a hold over his trade which even price- 
cutting competitors cannot readily break down. Consumers 
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will make sacrifices of time and energy and compromises in their 
choice to a very considerable extent in order to continue their 
trade with a concern that enjoys their goodwill. 


10. Knowledge and Experience—Another exceedingly 
important factor in consumers’ choice is the degree of knowl- 
edge possessed by the consumer relative to the commodities in 
which choice is to be exercised. Under conditions of the most 
complete knowledge as to choice and available goods to suit any 
particular want, the consumer naturally secures the utmost 
value for each dollar expended. . This constitutes rational 
spending, but, obviously, not all consumers possess such com- 
plete knowledge. Choice of goods is not always rational and 
much spending is planless, thoughtless and even foolish. 

The effect of general education obtained in the public 
schools, the high schools and the colleges on consumers’ choice 
may not be overemphasized. Since women are the home- 
makers, they are in a position to determine the character and 
direction of most consumer demands and it is the education of 
women during the past generation that has had a very great 
effect on present consumption of goods. Special training in 
specific courses such as home economics, cooking, sewing and 
other branches of home-making, naturally have very direct 
effects on consumption as well as on methods of consumption. 
The subject matter of such courses is consumption. 

Profound effects on consumption occur as a result of edu- 
cation in the more general educational courses. Many, if not 
most, of the radical changes that have taken place in the con- 
sumption of the American people during the past twenty years 
are very probably due to the influence of the general education, 
of girls in particular, during the preceding years in the common 
and high schools of the country. 

If one were to designate any particular group of consumers 
as of outstanding importance in fixing the standards of present- 
‘day consumer demand, it is probable that such designation 
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would fall upon young women from 25 to 35 years of age who 
graduated from high schools some years ago, and who are 
highly ambitious and still striving to make good. Though they 
now occupy positions of some responsibility either in business, 
homes or society, their purchasing power is limited but still 
sufficient to cover the necessities of life; and because of their 
limited purchasing power they must exercise care and discre- 
tion in the choice of merchandise. Such women feel that they 
cannot afford to take any long chances in their choice of con- 
sumers’ goods. What they buy must be worth, by and large, 
what they pay for it. It must be right from the standpoint of 
fashion. This group, making up a considerable percentage of 
the total consuming population and without doubt by far the 
most influential part of the consuming population, is setting 
the standards of living today. 

It is probable that the influence of education—both specific 
education for home-making and general education—will grow. 
Changes in the educational courses of study point to this. — 

Formerly, the educational courses for girls in high schools 
and colleges on the subjects of home economics included train- 
ing in cookery, millinery, sewing and dressmaking. Particular 
emphasis was placed upon the production of goods at home in 
these fields. But as such work has passed out of the homes 
and is being carried on more and more in factories, education 
has likewise changed its character by stressing production less 
and careful selection or choice more. Present courses in home- 
making stress budget-making, rational amounts to spend for 
various necessities, careful selection and purchase to insure get- 
ting full values, savings and investment. 

The study of home-making has evolved largely into a study 
of spending, in other words, the economics of consumption. The 
value of such education to the consumer must be obvious to 
every one. Its effects will in time prove enormous. The first 
and most direct result of proper education in home-making 
will be in the direction of better living. This will mean much 
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to the consumer but it will also prove of great value to pro- 
ducers and distributors as well. The object of business is to 
produce and give to consumers what they want. Business 
institutions may not be particularly interested in the arts of liv- 
ing, but where the arts of living have been highly developed 
and purchasing and spending definitely rationalized, the wants 
of consumers may be more accurately predicted and, as a 
result, both production and distribution of goods may be made 
a more orderly process. A considerable amount of the waste 
found in present-day business is due to inability to predict con- 
sumer demand. 

Consumer demand that is irrational is unpredictable. As 
consumers become better educated, their choice becomes more 
intelligent and, from the standpoint of business, more readily 
predictable. It is not suggested that any course of education, 
however extensive, may result in the elimination of individual 
taste and the standardization of all goods into a few types. 
Nor is it believed that education can eliminate all irrationality 
in consumers’ choice. Complete standardization would never 
prove satisfactory. Much can be hoped for, however, by the 
substitution of reason for whim and plan for chance. Such 
is the mission of education in home-making and in consumer 
choice. 

In conclusion, consumers’ choice is always complicated. 
There are, first of all, the fundamental wants seeking satisfac- 
tion modified by the amount of purchasing power controlled by 
or available to the consumer. Even after the warts have 
been defined and purchasing power considered, the reactions of 
the individual consumer in specific cases are greatly modified 
by habits, customs, fashions, sales promotion, personal treat- 
ment by dealers and producers, and finally by the knowledge or 
information and past experience that the consumer may possess 
about the goods under consideration. 

Freedom of choice is a subject that has often been dis- 
cussed. Obviously freedom of choice as applied to the pur- 
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chase of consumers’ goods is bounded by many limitations 
even at its best. Freedom of choice may be exercised within 
the limits of purchasing power and must of necessity fall well 
within the prescribed walls of habit, fashion and the other fac- 
tors mentioned. After all of these limitations have been given 
due credit, there is room for a question as to whether there 
really is an important degree of freedom of choice. Practically, 
however, consumers’ choice may always be considered a re- 
sultant of many forces. The consumer undoubtedly finds the 
greatest satisfaction when his choices accord most fully with 
all of the factors enumerated. 
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CHAPTER V 


SOCIAL OR PUBLIC ATTITUDE TOWARD CON- 
SUMPTION 


In an earlier chapter the relative position of consumption 
to production in modern life was described. It was pointed 
out that during most of the last one hundred and fifty years 
social organization has been far more concerned about produc- 
tion than about consumption. It is still true that in most 
respects the interests of producers receive first consideration at 
the hands of government and of society, but the emphasis of 
interest appears to be moving slowly from a stage of almost 
complete concern in production toward a greater and greater 
interest in consumption as such. 

It is possible to point out many ways in which society 
through government or other social organizations gives thought 
to and takes action either directly or indirectly in the con- 
sumer’s interest. The purpose of this chapter is to enumerate 
and briefly describe some of the leading instances of social 
control of, and contributions to, consumption and consumers. 


Social Contributions to Consumption.—To begin with, a 
stable government efficiently conducted and helping its people 
to live a peaceful and contented existence is obviously one of 
the greatest contributions of society to a rational and happy 
existence. While the functions of modern governments have 
largely been developed in the interests of production and of 
property, there have also been both direct and indirect services 
to consumption. 

An examination of the actions and attitudes of the govern- 
ments, national and local, towards consumption and consumers 
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shows at least five groups of activities with corresponding un- 
derlying theories of the functions of society in relation to con- 
sumption. These five include: 


. Protection of the consumer 

. Sumptuary laws 

. Indirect control of consumption 

. Standards and tests partly as protection, partly as a saving 
of time and energy 

5. Contributions to consumption 
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The study of social and governmental activity in the interest 
of consumers is a subject that deserves careful consideration. 
If the emphasis now given by the science of economics to pro- 
duction should be shifted to consumption, as it may well hap- 
pen, then it seems certain that the development of public policy 
relative to consumption will surely follow. In the five groups 
of activities enumerated above and which will now be described 
one may find illustrations of varying theories of government 
as well as of economics and sociology. Each will now be given 
consideration. 

1, Protection of the Consumer 


Among the earliest forms of legislation found in ancient 
societies there were frequent attempts to curb the aggressions 
of the strong against the weak. In primitive as well as in 
modern society the strong are usually those in control of the 
means of production while the weak are merely consumers 
who neither own nor control anything. Among such early 
measures there usually appeared prohibitions against false 
measurements, false or misleading statements, and against fix- 
ing prices or controlling supplies of the necessities of life in 
such a manner as to gouge the consumers. Among such 
attempts to regulate trade there appeared again and again in the 
history of western nations references to the concept of a ‘‘fair 
or just price.” Let us see how this developed and still influ- 
ences economic thought. 
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Attempts to Enforce a Fair or Just Price——The notion 
of a just or fair price seems to be almost as old as trade itself. 
Both buyers and sellers when confronted by conditions which 
could not be met by the ordinary processes of bargaining, quite 
naturally made their appeals on the basis of fairness. Com- 
plaints against unfairness, also quite naturally, were based on 
an interpretation of fair and just prices. 

Aristotle, the great Greek philosopher, in common with 
many others in ancient times, dealt with this subject. He laid 
down the principle that a fair price should represent something 
of equal value or proportional reciprocity. 

Diocletian, the Roman Emperor, established an edict in 
301 A.D., fixing maximum fair or just prices for many classes 
of goods and even for labor. This instance is cited because 
it indicates that price fixing according to this theory had, as 
early as the third century, reached a high development. Since 
then there have been many attempts to legislate fair prices 
not only for necessities of life but also for labor and even 
rent. Instances of such price fixing may even be found in 
current life. : 

The early church fathers were frequently called upon to 
pronounce judgment on situations in which consumers were 
forced to pay high prices for the necessities of life and they 
severely criticized those who sold such merchandise when prices 
exceeded what was interpreted as just or fair. Expressions 
embodying this point were made by St. Jerome, St. Chrysos- 
tom, St. Clement and St. Augustine. While the immediate 
purpose of the attitude of the church was undoubtedly to shield 
the poor against the oppressions of the rich who controlled the 
supplies of the necessities of life, the authority of the Bible 
was invoked against sellers by reference to the attitude of 
Jesus toward trade as indicated by the fact that He drove the 
traders out of the Temple. 

For hundreds of years the theory of a just or fair price 
as interpreted by the church prevailed throughout Europe. 
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Under these conditions prices, particularly of food-stuffs, 
tended to remain fixed at customary levels for long periods. 
Changes in prices, particularly increases in prices, were com- 
monly considered as unfair or unjust and frowned upon, and 
consequently changes did not occur so rapidly nor so freely as 
in modern times. Nor was there an economic need for such 
rapid changes in prices. Most of the goods consumed were 
produced at home. Relatively, very limited quantities of any 
goods were bought by consumers in the markets, and the prices 
for goods so bought were largely customary. Both production 
and consumption were considered as constant. 

Periodical famines and disasters upset the customary rules, 
and it was during such times that the rule of the medieval 
church was invoked against increasing prices. In modern times, 
price control is invoked during periods of war and disaster. 

For more than a hundred years modern economists have 
taught that the price of any commodity is dependent upon 
supply and demand. Despite the thoroughness of the instruc- 
tion and the firm position this doctrine now holds, there has 
not been a complete change in the attitude‘of the public mind. 
A great many people still accept the doctrine of a fair or just 
price. Court decisions, public utility rate cases and wage con- 
troversies frequently invoke the concept of a fair or just price 
and consumers’ complaints are still usually couched in terms 
of unfairness or unjustness of price. 


Interest and Usury.—The opposition to interest as ex- 
emplified in the laws against usury found in most states and 
countries grew out of the same theory of a fair price. The 
notion that it is unjust and unfair to require the payment of 
money for the use of money is very old. References to pro- 
hibitions of usury may be found in the early writings of the 
Old Testament of the Bible. See Levit. xxv, 36, and Deut. 
xxiii, 19. Plato and Aristotle condemned interest. The 
Roman empire permitted the collection of interest but made 
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many modifications in interest laws. The medieval church 
opposed it. Interest did not really become respectable until 
modern times. 


Reasons for Social Protection of the Consumer.—It is an 
important social theory relative to consumption that the con- 
sumer needs to be protected from the producer and the trader. 
This theory in its present acceptance is based on the fact that 
production has grown to highly complicated forms, that con- 
sumers must now purchase a great many things formerly pro- 
duced at home and that the variety of goods required by the 
consumer is so great that it is impossible for the consumer to 
protect himself without the help of the state against mis- 
statement, adulteration and fraud. As the production of con- 
sumer goods—food, clothing and home furnishings—has been 
moved out of the home and into factories the ultimate con- 
sumers have become less and less able to know what goes into 
such goods, how they are made and their ultimate value. In 
consequence, some form of social protection has become an 
absolute necessity. 


Forms of Social Protection of the Consumer.—Social 
protection of the consumer is carried out in a number of ways. 
The legal basis for such action usually rests on what is known 
as the police power of the state, the power to regulate and re- 
strain private rights and occupations wherever found necessary 
for the common general good. The following laws are illustra- 
tions of social protection of consumers. 


Law oF SAEs. General buying and selling is covered by 
laws on sales which affect sales to ultimate consumers as well 
as to others. Trade practices in specific markets for specific 
commodities are frequently governed by special trade rules and 
regulations supported by law. 


STANDARDS OF WEIGHTS AND MEasuREs. The state, like- 
wise, fixes by law the standards of weights and measures. Such 
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laws are now so effectively enforced in most countries that 
infractions are relatively infrequent. 


Pure Foop AnD DruG Laws. The federal government, 
most of the states and many municipalities have laws and regu- 
lations prohibiting adulteration, the use of injurious preserva- 
tives and coloring matters and the use of improper ingredients 
in foods and drugs. Such laws are generally known as pure 
food and drug acts. 


TruTH IN ADveERTIsING. There are likewise provisions 
varying somewhat from state to state, and country to country, 
relating to misbranding, misleading statements and untruthful 
advertising. The movement in the United States for truth in ad- 
vertising has been sponsored and promoted largely through 
advertising men. The International Advertising Association 
has for years carried on an intensive campaign to eliminate 
untruthful advertising, as have many local advertising groups. 
For many years the periodical, Printers’ Ink Weekly, has car- 
ried on through its columns a promotion of a model statute 
to secure the elimination of untruthful advertising. The Print- 
ers’ Ink statute has been passed by several of the state legisla- 
tures in the United States. 

Better business bureaus usually organized by advertisers 
and other business interests for the specific purpose of check- 
ing dishonest statements in advertising have been established 
in many of the largest cities of the country and, while there 
has been a considerable variation in the effectiveness of these 
organizations, the better business bureaus have had a very 
salutary influence over advertising. Leading periodicals in- 
cluding magazines and newspapers have also been influential 
in helping the social movement to eliminate untruthful adver- 
tising by forbidding the use of their advertising columns to 
concerns making dishonest or even doubtful statements. Much 
progress has been made in this field during the last ten years. 
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Pusiic HeaLttH Recuration. Another form of social 
protection of the consumer is carried out through public health 
regulations accompanied by sanitary inspection to insure health- 
ful supplies of such commodities as milk, water, canned foods, 
meats, baka goods, fruits and vegetables, and so on. 


PROHIBITION OF Narcotics, ALCOHOL, ETC. The police 
power of the state is carried even farther as a measure of pro- 
tecting consumers by the prohibition of the sale of certain harm- 
ful commodities such as narcotics, alcohol and poisonous drugs 
considered habit-forming and otherwise dangerous to society. 


PROHIBITION OF IMMoRAL Arts. Somewhat similar to 
such prohibition is the legislation and censorship over litera- 
ture, art, drama and moving pictures considered harmful to 
public morals. 


Anti-Trust Laws. Finally, the protection of the buyer 
and the tltimate consumer is the object of the whole move- 
ment for the maintenance of free competition and the prohibi- 
tion of unreasonable restraint of trade. The Sherman Anti- 
Trust Act, the Clayton Act, and the law authorizing 
establishment of the Federal Trade Commission aim at protect- 
ing buyers from oppression by monopoly by those who have 
commodities to sell. The public regulation of rates of public 
utilities is another good illustration of an important step taken 
by government in the interests of consumers. 


2. Sumptuary Laws 


Sumptuary laws governing or limiting expenses and con- 
sumption were common in all parts of Europe toward the close 
of the medieval and opening of the modern periods. Such 
regulations on what might be worn and consumed began to 
appear on the continent in the latter part of the thirteenth cen- 
tury and in England in the early part of the ‘fourteenth cen- 
tury. Numerous laws were enacted in England at various 
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times throughout the fifteenth, sixteenth and seventeenth cen- 
turies but still more regulations appear to have been enacted 
on the Continent and particularly in the Rhine valley cities. 
The movement to regulate consumption by sumptuary laws 
seems to have reached its peak in the sixteenth century and 
declined during the seventeenth century. 

Under the autocratic rule common in the medieval period 
of history, it was assumed that the ruler might in the interests 
of his people rightfully and completely restrict consumption of 
luxuries and extravagances in any form. As various classes of 
people such as the nobles, big landowners and merchants respec- 
tively attained a voice in the government these classes 
seemed ready enough to pass laws and regulations against 
luxurious and extravagant consumption for the lower classes 
not yet admitted to a part in government. It was the rise of 
the middle and lower classes and the growth of democratic 
ideals that was mainly responsible for the decline in sumptuary 
regulation. 


Conditions Leading to Sumptuary Legislation.—There 
were several definite reasons for the rise of the movement to 
control consumption at the close of the medieval period. 


GrowTH OF ProsPErity. In the first place, most of the 
countries of Western Europe, particularly England and France 
as well as several of the German cities, began to develop manu- 
factures and trade in an unprecedented manner. There fol- 
lowed a growing prosperity for multitudes of people and con- 
sequently a rising standard of living. 


WEALTH WRESTED FROM America. During the fifteenth 
and sixteenth centuries, Western Europe gained greatly in 
wealth and prosperity not only as a result of the development of 
industries and commerce but also through the gold and silver 
and other wealth brought back from the conquest of the Amer- 
ican races of Mexico, Central’ America and South America, 
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This great increase in wealth resulted in rapid rises in standards 
of living and in great increases in consumption which, in time, 
aroused the conservative fears of all classes long accustomed 
to the static economic conditions preceding. 


DECLINE OF INFLUENCE OF CHuRCH. The church which 
had been all-powerful in social matters for hundreds of years, 
began to show some signs of decline in influence during the 
fourteenth century. There was much dissent to church rule 
from without and frequent trouble within. Such influence as 
the church had exercised over the consumption habits of the 
people prior to the fourteenth century began to break down. 
The teachings of the Christian church from its beginning had 
always opposed extravagant forms of consumption. Display 
of wealth, rich apparel and careless spending were considered 
sinful. This decline in influence may in part have been due to 
the fact that many high church dignitaries and large numbers 
of the. clergy themselves apparently forgot the traditional in- 
junctions of sobriety in consumption during the same period in 
which the laity were becoming more worldly. The church 
as an institution had, of course, never given way in principle 
but the administration of church discipline weakened and ex- 
cesses in consumption followed in many cases. 


RENAISSANCE. The period under consideration and in 
which most serious attempts to control consumption occurred 
is known as the “Renaissance.” The Renaissance was charac- 
terized by a deep and enthusiastic interest in all of the arts 
and sciences pertaining to life. The word itself means rebirth, 
and, as its name signifies, there occurred a rebirth of interest 
in arts and sciences such as had not been witnessed since the 
classical ages of Greece and Rome. The Renaissance began in 
Italy during the thirteenth century and spread gradually north- 
ward and westward to Germany, Spain, France and England, 
carrying with it the social urge for artistic expression and the 
development of enthusiastic individual life. Gothic architecture 
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reached its highest peak under this interest and the apparel 
of people who could afford it and the furnishings of their 
homes took on a richness of material, color and style that had 
hitherto been unknown or unused for many centuries. 


INTEREST IN COMMERCE AND TRAVEL, During the period 
of the Renaissance there developed a degree of interest in for- 
eign commerce and travel which had also been unknown before 
that time. Contacts among the various nations became more 
frequent, and the well-to-do began to travel abroad more and 
more. The education of the youth came to be considered in- 
complete without a period of foreign travel and contact with 
other nationalities. These relationships led to knowledge of 
customs and manners in other countries and to imitation and 
emulation to a high degree. Foreign travel then as well as now 
taught people how to spend their money in new ways. The 
English and the French during the fourteenth and fifteenth cen- 
turies freely imitated each other in dress as well as in other 
forms of art and sought to outdo each other by importation of 
ideas from Italy, Germany and Spain. 


GROWTH OF FasHION. Under these conditions fashion be- 
came a powerful, rapidly moving force. Beginning in the early 
part of the fourteenth century under the reign of Edward III 
and continuing down to the time of the Commonwealth of the 
seventeenth century in England, and continuing into the eight- 
eenth century under Louis XIV, Louis XV and Louis XVI in 
France, the dress of both men and women was characterized by 
an elaborateness and gorgeousness probably never equalled be- 
fore and certainly not since. This elaborateness not only af- 
fected styles and designs but also materials and colors. The 
amount of money expended for clothing was enormous. 


Fear oF Luxury. These conditions aroused not only lay- 
men but authorities as well. Many thinking people including 
churchmen, moralists, poets, satirists and statesmen sincerely be- 
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lieved that the widespread consumption of luxuries would lead 
to the downfall of the nations. It was believed then, as now, 
that the ancient civilizations came to their end as a result of 
harmful luxury consumption. These people united with other 
conservative elements in an attempt to check such consumption 
in the belief that its continuance would prove harmful. It is 
not surprising that there should have arisen the view “tha 
there ought to be a law”’ to stop this very expensive and waste- 
ful demand for luxuries. 


DestrE To MainTAIN Crass Distinctions. Another mo- 
tive for sumptuary legislation besides the desire to curb waste- 
ful living, may also be found in the desire of the upper classes 
to preserve their class distinctions. The growth in national 
wealth, as already pointed out, had made many common people 
rich and it was these new rich groups that sought to break into 
the exclusive groups and become members of the social “four _ 
hundred” of the times. Even those who had but moderate 
shares in the increase in new wealth sought by expensive show 
to create the impression that they possessed still greater wealth. 
The early sumptuary laws definitely aimed at preventing such 
upstart classes from aping their superiors in apparel and man- 
ner of living. 


DestrE TO Keep New Sty es ror Upper Crasses. Later 
sumptuary legislation seems to have been introduced for the 
purpose of keeping a monopoly on new styles and fashions for 
the nobility and wealthy classes and to prevent their spread and 
imitation by the masses down below. 


. 


PROTECTION FOR Domestic Manuractures. Another 
motive for sumptuary legislation which became more important 
in the sixteenth and seventeenth centuries was to encourage and 
protect certain industries by prohibition of the use of competi- 
tive goods. Thus, in the interests of her woolen industry, Eng- 
land attempted several sumptuary laws against the use of im- 
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ported fabrics. The highest classes such as royalty and nobility 
were usually excepted. For others there were heavy penalties 
for those who broke the laws. By means of such prohibitions, 
in so far as they proved effective, purchasers of fabrics had to 
turn to local markets for goods made of British wool made into 
cloth in England, rather than buy imported goods. It is pos- 
sible that the infant textile industries of England were helped 
not a little in this way. 


NEED For THRIFT TO HELP WIN THE Wars. Finally, the 
western nations were nearly always at war with each other and 
the rulers needed cash to carry on their campaigns. So citizens 
of each country were adjured to save “to help win the war.” 
Under the stress of necessity people were urged to confine their 
consumption to absolute necessities, to refrain from using ma- 
terials at home that could be used in maintaining armies in the 
field, and to save their money in order that it might be loaned to 
their governments. 


Historic Development of Sumptuary Laws.—The earliest 
sumptuary laws in England were the assizes, as they were called, 
which fixed the prices and conditions of sale of bread, ale, beer 
and wine. The first act regulating what clothing might be worn 
was passed in 1327 in the reign of Edward III. After the act 
of 1327 there followed a series of acts and regulations at close 
intervals apparently indicating that the earlier ones were im- 
perfect or ineffectual so far as the needs of the times were con- 
cerned. 

In 1363 a very complete statute was drawn up definitely fix- 
ing what apparel might be worn and what might not be worn by 
the various classes then existing in England. It is interesting 
to note that the public below royalty and nobility was divided 
into seven classes. The lowest group was made up of common 
laborers. The next group was made up of grooms and servants 
of the upper classes. Then followed handicraft men and yeo- 
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men. Next came the esquires and gentlemen. Then the mer- 
chants, a term then including importers, exporters and whole- 
salers but not retailers. The next higher classifications included 
the knights, and the highest class was made up of the clergy 
and scholars. Specific types of apparel that might be worn were 
specified for each class and stiff penalties were set for law 
breakers. In specifying what might be worn the law even set 
down how much might be expended, an amount generally cor- 
responding to the income of the individual. 

During the sixteenth century sumptuary laws reached their 
highest development in England. There were regulations for 
all classes on what to wear and to some extent on what might 
be eaten. As already noted, such regulations were even more 
detailed and perhaps more strictly enforced on the Continent 
than they were in England. Tea, coffee and tobacco were com- 
modities of consumption which were at one time or another pro- 
hibited in most of the western countries. 


Sumptuary Legislation in America—tThe early American 
colonies established during the seventeenth century including 
Virginia, New England and New York, followed the example 
of the mother country in attempting to regulate consumption. 
Laws similar to those enacted in Europe were passed in Amer- 
ica and in some cases carried much farther than had been the 
case in Europe. It is interesting to note that sumptuary legisla- 
tion continued longer in the colonies than in the mother country. 
There were sumptuary laws in America long after England’s 
laws had been repealed. It is possible that the marked leaning 
toward sumptuary control still existing in this country may 
be largely due to this early social inheritance. 

Sumptuary legislation even now forms an important part 
of the code of social laws in most states and nations. Certain 
forms of sumptuary legislation such as the prohibition of the 
sales and consumption of habit-forming drugs, especially opium 
and cocaine, are undoubtedly necessary. Legislation against 
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gambling, betting and lotteries which most people believe to 
be wise social provisions are, of course, in a sense, sumptuary 
laws. The Eighteenth Amendment and Volstead Act, prohibit- 
ing the manufacture and sale of alcoholic drinks, constitute 
the best known and most discussed American sumptuary regula- 
tions attempted during the present generation. Many people, 
particularly before the World War, favored legislation against 
cigarette smoking. Certain states passed laws against their 
sale to and use by young people. These are modern forms of 
sumptuary regulation. 

The legislation prohibiting the publication, sale and owner- 
ship of immoral or indecent books, pictures and periodicals, and 
censoring movies and theatrical productions constitutes another 
form of sumptuary legislation that, while widely approved, is 
subject to acrid difference of opinion. Those opposing such 
legislation object on the ground that it infringes on freedom of 
speech and freedom of the press. Laws against Sunday amuse- 
ments and certain forms of dress are other illustrations of 
sumptuary regulations as are also the municipal bathing beach 
ordinances requiring certain types of bathing apparel. 

In America there are many people who favor sumptuary 
legislation. Whenever radical changes in style occur, the desire 
for sumptuary laws burns brightly. Conservatives of the twen- 
tieth century are as quick to sense danger and social disturbance 
in changing skirt lengths and boyish bobs as were those of the 
fifteenth and sixteenth centuries over similar innovations. 
School commissioners, managers of business offices, churchmen 
and other responsible elderly people with conservative attitudes 
may be counted on to support the view that such changes should 
not be permitted. 


Effectiveness of Sumptuary Legislation—A study of 
sumptuary legislation shows that enforcement is always difficult 
and rarely ever completely successful. Even in the fifteenth and 
sixteenth centuries when such laws were at their highest devel- 
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opment, they were generally dead letters in most places most of 
the time. Dress grew steadily more extravagant during the 
entire period in which sumptuary rules became more stringent. 
When the Elizabethan sumptuary laws against showy clothing 
were repealed under James I there was a brief period in which 
the desire to dress expensively and showily ran wild. But with- 
out restrictions it was not long before this desire declined. The 
waves of interest that have since occurred, at one time favoring 
more expensive clothing and at others less expensive clothing, 
have waxed and waned without the let or hindrance of law. 

In spite of all the efforts of church and state to control con- 
sumption and prevent the evils of extravagant dress, the digni- 
taries of both have been among the worst offenders against 
luxury and extravagance which sumptuary legislation aimed to 
prevent. 

Sumptuary legislation has rarely ever been effective. There 
have, however, been intervals during which such legislation has 
had deep influence and widespread effects. Sumptuary legisla- 
tion is generally effective whenever supported by strong feeling 
of public opinion. A nation thoroughly aroused by calamity, 
disaster or by war may readily accept the rule of sumptuary 
laws. Without a favorable public opinion, enforcement seems 
to prove very difficult if not impossible. Attempts at enforce- 
ment without the support of public opinion usually result in 
raising storms of indignation and it has always been difficult to 
secure convictions even when offenders have been apprehended. 
Montesquieu’s diction that “Manners and morals, like religion, 
lie outside the range of human compulsion,” seems true for 
sumptuary regulation as well. 


Miscellaneous Social Control of Consumption.—Some- 
what like sumptuary legislation both in principle and effect are 
the provisions enacted by governments to enforce control or 
limitation of consumption or use by means of licenses and other 
restrictions. 
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Controt By LicENsE System. A certain degree of control 
of consumption may result whenever the government employs 
a system of licensing. For example, in some communities it is 
necessary to obtain a permit or license in order to possess fire- 
arms. Those unable to obtain these permits are forbidden the 
ownership and use of guns and revolvers. All automobile own- 
ers must have licenses for their use and in many municipalities 
licenses must be obtained for dogs and other pets. Of the fore- 
going, it is probable that the automobile license scarcely acts 
at all as a check on ownership and use of automobiles but it 
is probable that the dog tax or license does have the effect of 
limiting the number of dogs owned. 


BurLpinc REstricTIons. Governments and municipalities 
secure a high degree of control over consumption, particularly 
on the types of homes built through restrictions on residence 
building, as ta character, minimum cost and type. There appears 
to be a tendency toward an increase of such restrictions in 
most communities, and in many European cities this tendency 
has gone much farther than in America. 


War TIME ConTrROL. During periods of great stress, such 
as war times, social control by license may be carried very much 
farther than during ordinary times of peace. During the World 
War all nations participating were forced to adopt stringent 
measures of control of consumption. In the United States re- 
strictions were placed upon the consumption of bread, meat, 
fats, sugar, gasoline, electricity, coal and many other commodi- 
ties. Ordinarily, such restrictions would have been considered 
a great hardship by consumers. Only great social need could 
justify and secure adherence to such control. 

Food supplies are sometimes commandeered and controlled 
for the purpose of alleviating the distress of masses of people 
who have suffered great losses as from floods, fires, earth- 
quakes, volcanic eruptions, and so on. 
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3. Indirect Control of Consumption 


The government secures a degree of control over consump- 
tion, not only directly as we have already seen, but also in- 
directly by methods that will now be described. The purposes 
of such indirect control are not usually the same as when direct 
control is attempted and secured. Indirect controls such as 
are referred to here are usually intended to secure revenue for 
the government or to help domestic manufacture or production. 


High Tariffs as a Means of Control of Consumption.— 
Prohibitive and protective tariffs aim at control of consumption 
for the purpose of securing a market for domestic-made goods. 
The protective tariff is the modern counterpart of the early 
English sumptuary laws aimed to force consumption of Eng- 
lish woolens. Probably all commodity tariffs and internal rev- 
enue taxes have some effect on the total consumption of such 
commodities. The higher the tariff the lower the imports and 
so the consumption of imported goods declines. 

A high tariff results ordinarily in higher price levels to the 
consumer not only for imported goods but for domestic goods 
as well. That, to be sure, is the purpose of a protective tariff, 
but the result of a higher price level is also to cut down total 
consumption. Thus, high tariffs actually result in reduced 
consumption for both imported and domestic goods. 


Internal Revenue Taxes as a Means of Control of Con- 
sumption.—Internal revenue taxes levied on luxuries such as 
tobacco, admissions to amusements, automobiles and beverages 
probably have a limited effect on the consumption of these prod- 
ucts. Much depends upon the degree of elasticity of demand 
for them. The demand for tobacco, for example, seems to be 
fairly inelastic, and consumption continues at a fairly constant 
rate regardless of the taxes levied. It is very difficult to 
estimate the effect on attendance at theatres, movies and other 
entertainments of the taxes levied during the war, and post- 
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war periods. While managers and others interested in enter- 
tainment enterprises urged the repeal of such taxes, there are 
no exact statistics to indicate how attendance was affected when 
the taxes were finally reduced and repealed. It seems probable 
that the demand for entertainment is like the demand for ciga- 
rettes and other tobacco products in that it is quite inelastic 
within ordinary limits of taxation. The revenue tax of 10 
cents per pound on colored oleomargarine, however, has an un- 
doubted effect of cutting down the purchases and consumption 
of this commodity. The tax of 10 cents per pound on colored 
oleomargarine results in increased sale of butter and butter 
substitutes that are uncolored. ; 


4. Standards and Tests 


Most governments, including federal, state and municipal, 
are, themselves, large purchasers and users of supplies of great 
variety. In order to insure that such supplies may be of suit- 
able quality it has been the growing practice to set up standards 
or specifications of qualities to which producers must make their 
goods conform. The federal government is served in this way 
by the U. S. Bureau of Standards which has tested many 
thousands of products and developed standards according to 
which most government purchases are now made. Similar 
testing laboratories and bureaus of standards have been estab- 
lished by several state governments and even by municipali- 
ties. The work done by governments in establishing standards 
and specifications for their own purposes has proved of very 
great help to private business concerns and to consumers. What 
is good for the government is often good for the private con- 
sumer. Producers, likewise, have utilized government specifi- 
cations as aids in their own purchases and to some extent the 
government specifications have been quoted and used for refer- 
ence to prove the desirability of their goods by asserting that 
they are of government standard. 

An interesting proposal has been made by Chase and Schlink 
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in their book “Your Money’s Worth” that consumers might 
save enormous sums of money by a broad application of tests 
and standards to all classes of consumers’ products. Many sets 
of standards have already been set up by the U. S. Bureau of 
Standards and other testing laboratories which might be applied 
to consumers’ purchases. It should be possible, according to 
these authors, to extend this work greatly and then to use these 
standards as a measure against which all consumers’ products 
might be compared either by observation or by laboratory tests. 
This suggestion has attracted considerable interest and it is be- 
lieved that the interest will continue to grow. There is very 
little objection that can be urged to this view other than natural 
inertia and the impracticality of applying tests to the multitudes 
of little purchases made by the average family. 


5. Contributions to Consumers 


Governments now do many things for the consumers, which 
in former generations had to be done by the consumers them- 
selves, if done at all. Modern lige, particularly in large cities, 
has made many of such things absolutely necessary, but the 
fact that such services are provided by society makes a big 
difference in the divisions of the average family budget. 

Some of the services and commodities provided by society 
without charge, or at a nominal or indirect charge, include pro- 
visions for recreation, health and efficiency such as, free parks, 
playgrounds, bathing facilities, public health service in the 
form of visiting nurses, free clinics and dispensaries and even 
free hospitals. The free medical inspection provided in many 
school systems is perhaps the only way in-which children of 
many families could possibly receive such service. It would be 
practically impossible for an individual consumer to buy and 
pay for such services at usual costs out of the average or ordi- 
nary income. If they were not provided by public funds many 
people would have to go without. The public disposal of gar- 
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bage and waste insures a better and more effective system for 
all concerned. 

Another important direction in which society makes contri- 
butions to the consumer is by the provision of free public 
schools, museums, public libraries, public lectures, educational 
extension services for adults, and so on, all of which have a 
marked and valuable effect, but all of which, if they had to be 
paid for privately, would be greatly reduced. 

Any attempt to shift the burden of expense from society to 
individuals would result in a very much changed distribution of 
expenditures from the family incomes. 

It is difficult to estimate the effects of the goods and services 
provided free or at nominal costs by federal, state and city 
governments on the consumption of the masses of the people. 
The distribution of government bulletins and other practical 
literature, the radio talks, the lectures and demonstrations by 
county agents and other representatives appointed by the gov- 
ernment on such subjects as selection and use of consumer 
goods, on cookery, care of clething, the home, and so on, must 
have a very profound influence on the consumption of the 
people. Such services have most certainly been instrumental 
in developing present American standards of living. 

Society in many countries contributes in an important way 
to consumption and the welfare of consumers by its provisions 
for various forms of social insurance such as accident, sick- 
ness, death and old age pensions. While not all governments 
have yet undertaken to provide social insurance in all of these 
forms the trend seems to be in that direction. Furthermore, 
private insurance companies providing such insurance are sub- 
jected to rigid supervision so that consumers who buy insur- 
ance may be properly safeguarded and assured of low rates. 

The steps taken by governments to improve conditions of 
employment and to do away with unemployment are likewise 
highly important indirectly, if not directly, to consumption and 
to the standards of consumption. Many states have aided their 
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citizens in obtaining and building homes by granting financial 
assistance under easy terms. While this is not a contribution 
in the same sense as free schools, the moderate interest rates and 
liberal conditions of payment provided by the government are 
decided benefits for the consumers. 

Finally, many municipalities operate public markets at which 
many commodities, particularly foods, are sold to the public. 
The spaces or stands occupied by the sellers are sometimes 
furnished by the public at nominal rental rates on condition 
that retail prices to consumers may be made lower. Public 
markets are usually governed by special regulations supple- 
mented and enforced by regular inspections to insure reasonable 
prices and sanitary conditions. 

There are other forms of social contributions to consump- 
tion which partake of the nature of charities, such as the sup- 
port of institutions for aged and poor, the contribution of free 
ice to poor families in hot weather, pure milk for babies and 
luncheons for school children, all of which supplement and 
modify the requirements of family budget making. 

Society also makes contribution to consumption indirectly 
by such aids to production as the encouragement of invention by 
granting patents. In this way new ideas are encouraged. Many 
of these fall in the field of consumers’ goods and such improve- 
ments made from time to time lead to progress in consumption. 

The establishment of minimum wage laws, which occupied 
the attention of many states during the period from 1905 down 
to 1915, have important effects on consumption and standards 
of consumption, particularly of those persons and their families 
who fall within minimum wage provisions. 

Back of this miscellaneous list of many varieties of social 
control of and social contributions to consumption there rages 
an old controversy over the proper function of government in 
relation to citizens. There are those who believe that the less 
the government does for its members the more these people 
will do to help themselves and the more self-reliant they will 
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become. These students hold that the proper function of gov- 
ernment is to maintain equality of opportunity and fair play 
and then let the processes of economics work out their own solu- 
tions. This view is best expressed by the old maxim, “That 
government is best which governs least.” On the other hand, 
there are many who believe that social control of and contribu- 
tions to consumption are highly desirable and they would have 
governments go much further than they have gone so far in 
these directions. The masses of consumers evidently hold views 
somewhere between the two extremes. Certainly, the list is 
already a formidable one and the tendencies in most countries 
during the past hundred years has been to extend these activi- 
ties more and more. Extensions have appeared both in the 
direction of the control over consumption, as if society were 
again gradually moving into a period of sumptuary regulation, 
and in the direction of increases in social contributions to con- 
sumption. 
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CHAPTER VI 
POPULATION AND CONSUMPTION 


The statistics of population are the statistics of consumers. 
Each living person represents a focus of wants for food, cloth- 
ing, shelter and other things. Every population change is 
accompanied by change in consumption. Every factor affect- 
ing population growth is of practical significance to consump- 
tion and to all of the industries that supply consumers. 

The total population of the United States according to the 
Census of 1920 was over 105,000,000. The total population 
at the first Census taken 130 years before in 1790 was just 
under 4,000,000. In this period of time the population there- 
fore grew about 27 times. The population in 1928 was esti- 
mated to have reached 120,000,000. Population in the United 
States increased at the rate of over 3% per year from 1790 
down to 1860, at over 214% per year from 1860 to 1890, at 
about 2% per year from 1890 to 1910. The rate of increase 
since 1910 down to 1928 has been about 114% per annum. 
Nineteen other countries, mostly European, showed increases 
averaging 1.08% between 1881 and 1910. The rate of world 
increase is supposed to have been about 0.7% during the period 
from 1845 down to 1914. The rate of increase in the United 
States is, therefore, much higher than the world average. The 
tendency of the population to increase more slowly noted during 
the last hundred years is likely to become more marked in 
the future. Recent studies of tendencies of population growth 
show that there is a normal cycle of population increase some- 
what similar in nearly all countries. Some nations have 
traversed a much greater part of this cycle than others. France, 
for example, went through a period of growth paralleling the 
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recent increases in the United States back in the eighteenth 
century but it has now almost reached a stationary peak or 
acme in its growth curve. The United States, according to 
this theory, will reach a similar stationary level about the 
year 2000 with a population of somewhat less than 200,000,000 
persons. If this theory of population growth is correct, we 
may look forward to a continuously declining rate of gain of 
population in this country during the coming years.' 


Where the People Live—This population of 120,000,000 
consumers is spread unevenly over the 3,000,000 square miles 
of country making up the land area of the United States. 
Some live in cities, others in villages and the remainder in 
the country. The accompanying tabulation shows the distribu- 
tion of population by sizes of places. 

The division between urban and rural made by the U. S. 
Census is highly artificial and also confusing. According to the 
Census, all places under 2,500 population are classed as rural. 
Certainly there is a great deal of difference in the ways of liv- 
ing of people living in villages up to 2,500 population and others 
living out in the country. From the standpoint of consump- 
tion of goods, there are probably far closer similarities among 
people who live in villages and in cities than there are be- 
tween villagers and farmers or other country people. It is, 
therefore, desirable to subdivide rural population as reported 
by the U. S. Census. Not all of the 42,400,000 people classi- 
fied as living in rural territory outside of incorporated villages 
reside in the country. 

The number of post offices in the country is not an accurate 
guide to the number of villages and cities in the country. There 
were 50,268 post offices in the country listed in 1927, but 
there were 76,945 in 1901 which represented the largest num- 
ber the country ever had. Prior to 1901, the number of post 
offices increased, but after 1901 the number has been gradu- 


~~ R. Poarl, The Biology of Population Growth, 
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ally reduced through establishment of rural free delivery and 
other mail routes. But villages continue even after post offices 
are closed up. 

It is estimated that there are 131,079 places in the United 
States with names of which 2,787 are, as seen in Table I, 


TABLE I. DISTRIBUTION OF CONSUMERS BY SIZE OF CITIES, Towns 
AND RURAL TERRITORY 


From Municipal Index, 1928, p. 21, adapted from U. S. Census for 1920. 


Class of Places No. of : %o of Total 
Population Places Fopilntion Popo 
1,000,000 and over................. 3 10,145,532 9.6 
§00,O00—1,000,000...........0055 9 6,223,709 5.9 
250,000— 500,000.............. 13 4,540,838 4.3 
100,000— 250,000............... 43 6,519,187 6.2 
§0,000—- 100,000............... 76 5,205,747 5.0 
25,000—  50,000.............. 143 5,075,041 4.8 
10,0C00— =—«-_ 25, 000........... 02. 459 6,942,742 6.6 
§,000—  10,000............... 721 4,997,792 4.7 
2, 500— G4 000s: ee areas 1,320 4,593,955 4.3 
Total urban*................. 2,787 54,304,603 51.4 
Incorporated places under 2,500....... 12,905 8,969,241 8.5 
Unincorporated places under 2,500 
but over 250............... cece eee 8,142 4,348,862 4.1 
Unincorporated places under 250f.... . 107,245 6,473,645 6.1 
Number of people living on farms.. ... 31,614, 269 29.9 
128,292 51,406,017 48.6 
Totals for urban and rural territory...| 131,079 105,710,620 100.0 


*Since 1920 many cities have shown such growth as to change from one vigagionat ih to 
another. For example, according to 1928 estimates there were Be cities with a population 
pe a million people. Similarly other cities have grown up to higher classifications all along 
the line. 

t This figure is an estimate rather than the result of acensus. It includes all hamlets through- 
out the land that have a name. There 1s also an unknown number of people who do not live 
in villages, but who also do not live on farms. This group is included in the classification of 
unincorporated places under 250. 


classified as cities and 12,905 as incorporated villages.? These 
two groups account for 15,692 places, leaving about 115,387 
places, presumably unincorporated villages and hamlets. There 


2 From the Cosmopolitan Market, 1927, p. 16. Published by Cosmopolitan Maga- 
zine. New York. 
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are apparently no exact statistics on this large group of small 
places. 

According to C. Luther Fry’s “American Villagers,” pub- 
lished in 1926, an estimate of the number of the unincor- 
porated villages having populations over 250 people drawn up 
from counts made in standard atlases, showed that there were 
8,142 such places, in which there lived, according to the Census 
of 1920, 4,348,862 people, or 4.1% of the total population. 
Assuming a fair accuracy for this estimate, this additional 
number should be counted as villagers or as living under urban 
or semi-urban conditions. 

The population living on farms, according to the Census 
of 1920, amounted to 31,614,260, or 29.9% of the total popu- 
lation. There remained the large number of nearly 6,500,000 
people amounting to 6.1% of the total population unaccounted 
for by residence in cities, incorporated villages, unincorporated 
villages over 250 population and on farms, but who probably 
were scattered over the country in the 107,245 hamlets under 
250 population, and those living by such occupations as forestry, 
lumbering, mining, hunting, trapping and fishing. There may 
have been still others without any regular domicile. 


Distribution of Population by Sex and Age Graups— 
The requirements of consumers for any different classes of 
goods and particularly for clothing varies, of course, with the 
sex and with the ages of the people. Infancy has its long list 
of requirements even beginning with the mother before the 
birth of the child and changing with every year of age. The 
usual lines of demarcation are to class all goods for children 
under the age of I year or in some cases up to 2 years of age 
as infants’ goods. The next grouping includes children up 
to the age of about 5 years and the next includes the growing 
boys and girls up to the age of 14. Those between the ages of 
14 and 1g are generally classified as young men and women 
and those over the age of 19 as adults. The demands of con- 
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sumers tend to change somewhat at about the age of 45 and up- 
wards so that a grouping of from 45 years and up may be 
a help to merchandising. 

The proportions of the total population of the male sex 
break up according to age groups as follows: 


Under 5 years of age..................4. 10.9% 
LE 7 | 5 oe 20.6 
15 O19 Years. occ okie soni si aeee eave 8.7 
20 00 44 YCOIS i is eee hee Boe eee ete oe 38.1 
45 and over................2.0200-2200 21.5 
Age unknown................. 0.0 cece ee 0.2 

MOtalenlsod eyeensth sub, ve act atin ednend ate 100.0% 


The proportions of the total population of the female sex 
break up according to age groups as follows: 


Under 5 years of age.................05. 11.0% 
GLO 14: VOATS oi, ca. 5c gcoiend Love Se areda re alia tale ate Oiet 21.1 
T§ (O10 YOATS os 5.55.6 oe ieg Cake adane owe e Maes Q.2 
20 tO 44 YeaTS.... cece eee ee eee 38.6 
45 ANd OVEF.... 2. eee ccc eee cece e ees 20.0 
Age unknown...............0. cece eee O.1 

MOtal eee ites caiaded eat tacaets ketue othe he 100.0% 


In most communities it may be possible to estimate the 
number in each of the various age groups by applying the 
foregoing percentages to the total population by sexes. Births 
average about 2% of the total population per year. In a vil- 
lage of 1,000 people, the births will average about 20; in a city 
of 100,000 the births will average 2,000 per year. 


Changes in Population Since 1920.—The foregoing sta- 
tistics are taken from the Census of 1920 and are therefore 
subject to considerable correction or changes that have oc- 
curred since. According to estimates made in 1928, there were 
then five cities with more than a million population instead of 
three as found in the Census of 1920. Similarly, the other 
classifications are certain to be influenced by the growth in 
population taking place since 1920. 
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Major Trends in Population.—There are a number of 
major trends in the population of the United States which 
have been notable for several decades. These trends are of 
such character as to affect not only the total populatian but 
also the relative character of population. Among these trends 
are: 


1. A rapid increase in population of the larger cities 

2. A very rapid increase in population among suburbs: of 
large cities 

3. A more moderate increase in the smaller towns and vil- 
lages 

4. A decline in population on farms 

5. A decline in birth rates 

6. A decline in death rates 

7. A check in immigration 

8. A varying condition of emigration 


Changes in population due to the foregoing causes quite 
naturally produce profound effects on consumption and, there- 
fore, upon the industries producing goods for consumption. 
An analysis of these major population changes should prove 
of practical help. 


1. Rapid Increase in Population of Larger Cities—The 
increase in population in the cities from one Census to the 
next is indicated by the following tabulation, showing the 
percentage of total population living in cities over 2,500 popu- 
lation: 


TS80) ees sein ed Saas Sloe soe Rows a 28.6% 
D800 Sian dh aceashe eerhace- ea ate heared erences 35.4 
TQOO secie:ts eee ihe Bees eee set sae Wlnaten baa slay eas 40.0 
TQ1O esse ay een ues’ A madiaphs oogidudannd tee 45.8 
1Q20% 00s ne singed ee keene code Snead 51.4 


By 1930, the percentage of people living in cities of 2,500 
and up will probably be about 58% of the total population. 

The rate of growth among cities of various sizes differs 
greatly. Thus population in the largest cities, that is, from 
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500,000 and up, has grown much faster than total population, 
or total city population. While urban population grew from 
35-49 to 51.4% of total population in the period from 1890 
to 1920, the population in the cities from 500,000 and up in- 
creased from 7.1% to 15.5% of the total population. Thus 
the larger cities more than doubled in thirty years while the 
population of all cities over 2,500 gained slightly less than 
half. 

There has also been a rapid increase in the number of cities. 
In the period from 1890 to 1920 the number of places over 
25,000 population grew from 124 to 287. 


2. Very Rapid Growth of Suburbs.—In the last Census 
decade, that is, from I910 to 1920, there was an enormous 
increase in population in suburbs of the largest cities. While 
population in the cities over 200,000 increased 25%, the popu- 
lation in their surrounding suburbs increased nearly 33%. 
There was considerable variation in growth, however, due in 
part to tendencies of some cities to absorb nearby suburbs and 
thereby to make Census comparisons valueless, and in part to 
social and economic differences affecting the growth of sub- 
urbs. This variation may be observed from the following 
figures : 


INCREASE IN POPULATION IN SUBURBS 


Detroit :,6.550 i ea ee hs ieee 254.9% 
Seattle ic free tect nathan ciens Hye eah seks 131.4 
Cleveland. ssi chss ogee co heeaens aye en 108.2 
Los Angeles.............. 000 e cece eee 107.0 
Chicago's os. iceik andes bead ee ewer e ead 76.3 
ToledO. eh scas ie cers ees cases 73.0 
Atlanta io. sackc Pinch eta Peas he's ea Ben 59-9 
San Francisco............00 0000 e sees 40.7 
Milwaukee... . 0.0.0... .00- 0 cece eee 40.0 
Washington............. Reis igh aierat toler 39.6 
Buffalo: in: ics tbe | eile 82 6 tak alo ateogenn 38.1 
Minneapolis and St. Paul................ 37-9 


3. Moderate Increase in Population of Villages.—The in: 
crease in population in villages, however, may surprise many 
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who have believed that the large increases in total population of 
the United States have been entirely in the larger cities and that 
these increases have to some extent perhaps been accompanied 
by declines not only in country population but in the villages 
as well. During the ten-year period from I900 to IgIo, the 
population of incorporated villages under 2,500 increased 
29.6% while the total population of the country increased but 
21.3%. In the ten-ycar period from Ig10 to 1920, village 
population increased 9.5% while total population increased 
15.1%. In the period from 1900 to IgIo, village popula- 
tion increased more rapidly than the entire population, but from 
1910 to 1920 somewhat less rapidly than the entire population. 
It should be noted, however, that from 1910 to 1920 villages 
showed a positive increase of nearly 1% per annum. 


Importance of the Cities in Retail Trade——The impor- 
tance of these population trends to the production and distribu- 
tion of goods cannot be overemphasized. Clearly the 2,787 
cities over 2,500 population constitute the most important 
outlets for consumer goods. It is estimated that not less than 
80% of the entire retail trade of the country, excepting foods, 
is transacted in these places although these cities possess only 
51% of the total population. 

Certainly the cities are the homes of the wealthiest people, 
the great masses of income taxpayers and the big spenders for 
consumer goods. The cities are also the trading centers for 
the village and country populations for many types of com- 
modities such as clothing, home furnishings, musical instru- 
ments, radios, electrical goods, jewelry, furs, dress accessories, 
sporting goods, and so on. Goods of low cost, goods in which 
fashion and artistic taste are unimportant, perishable goods 
such as fruits and vegetables, dairy products, eggs and com- 
mon groceries are distributed by retailers who live near to con- 
sumers whether in city or village, so that trade in these lines 
is still preserved to the villages. 
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Vitality of the Villages—One of the outstanding facts 
of present-day American life is the vitality of the villages 
in the face of forces that many have thought might cause them 
to pass out of existence. The universal use of automobiles 
throughout the country by practically all classes of people; 
the development of good roads making it possible to travel 
easily and quickly from one town to another; the growth of 
retail trading centers in the large cities; the retail trade cen- 
tralizing influences of the department store with its effec- 
tive use of big advertising space, liberal trading policies and 
free deliveries; the bright lights, the bustle and activity, the 
amusements and social life of the big cities, are magnets draw- 
ing people away from the villages. 

Despite the loss of much of the retail trade formerly en- 
joyed, villages still maintain their places in American life as 
the homes of those who make their living by various hand trades 
such as carpentry, building, painting and repair work, not 
only for the other villagers but for the surrounding country 
population as well. This group of specialized workers is and 
has always been in most villages a larger group than the re- 
tailers and their employees. There is also a growing tendency, 
particularly since the advent of the automobile, for farmers to 
live in villages even while operating their farms which may 
even be several miles away. The village is also usually the resi- 
dence of the doctor, dentist, nurse, veterinarian, lawyer and 
justice of the peace as well as the location of the churches and 
schools. Others in the villages are engaged in draying, truck- 
ing, mail carrying, telephone work, employment on railroads 
and public roads, and so on. 

Many people who have retired from farming and industry 
come to villages to live, sometimes to live quietly without oc- 
cupation, often to engage in some light work. The economic 
life of a great many villages is enlarged by some form of in- 
dustrial production such as brick yards, stone quarries, lumber 
making, metal, textile, leather, rubber, paper or other fac- 
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tories. There is a surprising number of villages in which 
some such industrial activity is carried on. 

So, while village retail trade has been seriously hit by the 
competition of the larger cities, and individual village retail- 
ers have suffered greatly, there is no present indication that 
villages and village life are declining. The rapid growth of 
big city suburbs and the tendency much discussed to decen- 
tralize certain types of industries where no gain is obtained by 
large plant production methods are indications of the strong 
pull of village life in America. 

It is possible that even a part of the trade that has been 
going to the larger cities may perhaps be retrieved in part by 
the villages in the future. Village merchants are learning how 
to compete successfully with their big city rivals. The chain 
store systems are also spreading their branches out into the 
villages offering the same goods, prices and services as are 
available in the largest cities with the result that more of the 
local trade is held at home not only for the chain but also for 
the individual retailers as well. The much feared invasion of 
chain stores, it may in time be found, will be the means by 
which small towns may hold their own in retail trade and it 
is possible that those villages which do not attract chain stores 
will be the ones whose retail business will suffer most. 

There are certain fine things about American village life 
that deserve attention, such as the high percentage of home 
owning, the relatively better standard of living that one finds 
in villages as compared with the standards of industrial popu- 
lations in large cities, the lower rates of child labor, the rela- 
tively high degree of interest in the public schools, and so on. 
These conditions affect the consumption of villagers and make 
their methods of living different in some respects from big city 
dwellers on the one hand and country people on the other. 


4. Decline of Farm Population—The country population, 
that is, the people actually living on farms, is declining. Al- 
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though farm population had begun to decline in various sec- 
tions of the country, particularly in the East, before 1910, this 
year marked the peak of farm population in the country as a 
whole and as far as shown by the Census. In 1910 there were 
32,077,000 people actually living on farms. By 1920 this 
had fallen to 31,600,000 and the U. S. Department of Agri- 
culture has estimated that on January 1, 1927 there were 27,- 
800,000. Based on these estimates farm population seems to 
be declining in the United States at about the rate of 700,000 
or more people per year. Probably less than a quarter of the 
entire population of the country now actually lives in the coun- 
try. Three-fourths of the population live in cities and villages. 


Causes of the Decline of Farm Population.—The causes 
‘of the decline in farm population are largely economic. In 
comparison with other vocations, during the period just de- 
scribed, farm incomes and earnings have been low. Products 
of the farm have commanded poor markets and low prices. 
In the face of world competition in food-stuffs, American farm 
exports have declined and overproduction for domestic mar- 
kets has made farm prices unprofitable. 

The economic position of the American farmer has grown 
steadily worse for several years. There was a brief period dur- 
ing the World War when the prices of farm products were such 
as to make farming profitable even in the face of government 
control. Excepting for this period, farming seems to have 
declined both absolutely and relatively to other industries. 
Farm mortgage debt expanded greatly during the period from 
I9IO to 1920, probably most of it in the period from 1917 to 
1920. In 1910 the farm mortgage debt on farms operated 
by owners was estimated at $1,700,000,000, or 27.3% of the 
total value of all farms operated by owners. In 1920 it was 
$4,000,000,000. Instead of improving it has grown greater 
since 1920, for in 1925 it was estimated at $4,500,000,000, or 
41.9% of the value of owner-operated farms. It has also 


Google 


106 ECONOMIC PRINCIPLES OF CONSUMPTION 


been estimated by the U. S. Department of Agriculture that 
the total farm mortgage debt on all farms, whether operated 
by owners or tenants, was in 1925 not less than $9,500,000,000, 
and on January I, 1928 was probably in excess of $10,000,000,- 
ooo. The economic outlook for farming has not been happy 
and it is scarcely to’ be wondered that farm population has 
been declining. 

Other reasons such as desire for better educational and social 
advantages, oncoming old age and disability are given fre- 
quently as individual reasons for moving away from the farms 
to the towns, but the fact remains that the economic condition 
of agriculture is the ruling factor in this population trend. 
Improvements in agriculture the world over have raised ‘pro- 
duction to the point where more foods and other farm products 
are produced than the rest of the population are willing to 
buy except at prices too low to make farming profitable. 


Proposed Remedies.—The difficulties of the farm popula- 
lation are so great that they have attracted the attention of 
many economists, statesmen and business men interested in 
the general progress of the country. There has been a great 
deal of discussion as to remedies. Each of the political par- 
ties has felt it necessary to incorporate suggestions for re- 
lief in its respective platform. The so-called McNary-Haugen 
bill, incorporating a plan to render economic help to farmers, 
urged strongly between 1923 and 1928, passed Congress twice 
but was vetoed in each instance by the President. The farm- 
ers’ problem of making a decent living is one of the most 
outstanding difficulties facing the American nation. Obviously, 
farmers have not kept pace with industrial and commercial 
classes in benefiting from the progress in economic produc- 
tion. The restlessness accompanying this obvious condition 
demands attention and, if possible, solution. 

The proposed methods of dealing with the present agricul- 
tural difficulty in the United States are as follows: 
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1. Let it alone. It is believed by many people that the 
forces of supply and demand will in the long run adjust farm 
troubles. It is believed that the oversupply of agricultural 
products which keeps prices down will gradually decline until 
a point is reached at which demand will sharpen and prices rise, 
at least high enough to make the production of farm products 
profitable. Admittedly, such readjustments take a long time 
in any industry and particularly in the field of agriculture. 
Farmers do not act as a unit on any policy even when there 
is full knowledge of the economic results. Usually there is 
not such knowledge. In most businesses declining prices are 
signals for checking production, but in agriculture, declining 
prices serve more often to drive farmers to increase production 
in order to secure the necessary revenue to meet their standing 
charges and expenses. 

The decline in farm population already noted, as well as the 
gradual decline in acreage under actual cultivation are, how- 
ever, symptoms of slow but certain economic readjustments 
of agricultural production to consumer demand. As total 
population continues to grow and as farm population and pro- 
duction declines it may be assumed that in time the supply 
of farm products will become adjusted to demand at price 
levels profitable for producers. How long it will be before 
this reaction is completed it is impossible to say, but there are 
careful students who believe that the turn of the tide is not 
far distant. When farm product prices again become profitable 
it may be assumed that farm population will again grow, not 
as fast as in the cities, but sufficiently fast to produce the 
food required by all. 

2. Among the more immediate remedies offered to meet 
farmers’ difficulties it has been urged that the tariff on agri- 
cultural imports that compete with American grown products 
should be increased. 

3. It has also been suggested that export bounties should 
be paid on all agricultural products that must be shipped abroad 
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and which must compete in price with products grown in other 
countries at lower labor costs. 

4. Another suggestion or set of suggestions centers around 
the possibility of reducing the spread between prices paid by 
consumers and prices received by farmers on agricultural prod- 
uce by encouragement of and provision for codperative mar- 
keting, cheaper transportation, easier money rates to growers 
and dealers in farm commodities and, in general, reducing the 
costs of marketing. 

5. The development of a statistical service to inform farm- 
ers on conditions of supply and demand so that they may be 
guided in their farm planning to produce commodities of which 
there is not an oversupply is a method of helping developed 
by the U. S. Department of Agriculture. 

6. The establishment of a stabilization corporation pro- 
vided with public funds empowered to loan money at low rates 
to owners of agricultural products, the products to serve as se- 
curity, and also empowered to buy and to sell agricultural com- 
modities in such a way as to stabilize prices, is a suggestion 
that has many supporters. 

7. Still others have backed the idea urging that the 
prices of agricultural commodities might be controlled and 
stabilized by controlling the sale of the export surplus. On 
commodities sold abroad in competition with world markets, 
sellers would under this plan receive not only the world mar- 
ket price but also an additional sum raised by sales tax on 
the entire product sold in the domestic market. The export 
price plus the bounty would then become the domestic price 
for the commodities. Losses made up in paying the bounty 
on the exports would be more than made up by domestic sales 
at the increased price. This, in substance, was a proposal 
urged for several years after the World War. 

This is not the place in which to discuss the relative merits 
of these proposals for remedying agricultural difficulties, but it 
may be stated that those interested in American agriculture feel 
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that other industries have been able to secure a high degree 
of government protection of one kind or another such as the 
tariff for manufacturers, immigration restriction for labor, the 
Federal Reserve discount policy for finance and the Esch-Cum- 
mins Act for transportation. The agricultural situation may 
in time cure itself, but in the meantime there is a strong de- 
sire for more immediate remedies than offered by the slow op- 
eration of economic adjustment of supply and demand. 


5. Declining Birth Rate—The most important contribu- 
tion from the science of economics to the understanding of 
population and population growth and change during the past 
century was the Malthusian doctrine on population expressed in 
Malthus’ “Essay on Population,” published in 1798. In sub- 
stance, Malthus pointed out that population tends to increase 
faster than food supply. According to this doctrine the outlook 
for the human race must always be very dark for no matter what 
improvements may be introduced in production and in increas- 
ing the supplies of the necessities of life the relief gained can 
only be temporary. In time the unending torrent of babies born 
into the world will grow up in numbers and crowd on the 
sources of food supply. The only relief from this condition 
seen or suggested by Malthus was that the number of people in 
the world would tend to be limited by such ruthless, positive 
checks as starvation, war, famine and disease. Postponement of 
marriage was the only humane alternative to these processes 
suggested by Malthus and he had no faith in such discretion 
among the masses. Consequently, in the long run, these posi- 
tive checks would operate to keep the population in balance 
with available food supply. There might be periods in which 
humanity could secure a surplus of foods but these, accord- 
ing to Malthus, would be certainly followed by over-popula- 
tion, famine and disaster. 

The Malthusian doctrine did not originate with Malthus. 
It was an old idea in 1798. In 1770, Benjamin Franklin, in 
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one of his essay’s written while in France, called attention to 
the limitations of food supply relative to increasing populations. 
Quesnay and Turgot, founders of a school of economics that 
flourished in France during the eighteenth century, known as 
the Physiocrats, based their main theories on the fundamental 
importance of land in economic life. They assumed without 
question that population tends to increase faster than subsistence 
and, therefore, held that land, as the source of food, tends to 
grow ever more valuable. 

Adam Smith, the founder of the modern school of political 
economy, pointed out the tendency of population to increase 
rapidly, but did not attempt to formulate this idea in so con- 
cise a manner as did Malthus. 

Voltaire, the French philosopher, early in the eighteenth 
century was the first, so far as is known, to indicate that popu- 
lation tends to increase faster than food supply and was re- 
sponsible for the statement later credited to Malthus, that 
population tends to increase in geometric progression while 
food supply may be increased only in arithmetic progression. 
There had been many notices of the population question before 
the end of the eighteenth century and all of these, particularly 
prior to the Industrial Revolution, took a somewhat pessimistic 
view of the future of mankind. 


The Effect of the Industrial Revolution on the Birth 
Rate——The Industrial Revolution with its application of 
power to machinery and division of labor to the production of 
the necessaries of life opened up opportunities for increased pro- 
duction and consequent consumption to such an extent that 
some economists following Malthus began to believe that Mal- 
thus might be wrong and that the outlook for the human race 
might not be nearly so dismal as he had indicated. Others 
felt that the only hope for a comfortable existence might be to 
keep up invention and progress in production at a more rapid 
rate, if possible, than the rate of increase in population. Many 
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felt that the improvements made during the Industrial Revolu- 
tion could be of only temporary help. In any case, Malthus’ 
statements made in 1798 created widespread discussion and 
much controversy that is not even yet concluded. 

Malthus’ work had a profound influence on scientific 
thought throughout the nineteenth century. Both Darwin and 
Spencer admitted the effect of Malthus’ thought in the de- 
velopment of their respective theories of evolution. 

With certain modifications most present-day economists ac- 
cept Malthus’ laws of population. These modifications or 
amendments are the result of statistical studies of population 
trends which had not been made in Malthus’ time and of actual 
changes in population trends which have taken place in more 
recent years. 

Since Malthus’ essay on population appeared at the close of 
the eighteenth century, population has grown enormously not 
only in the United States, which might be expected to show a 
remarkable growth because of the vast spaces and natural re- 
sources available, but also in the older European countries. It 
has been estimated that the total population of the world at the 
end of the eighteenth century was somewhat less than 1,000,- 
000,000 people. By the end of the ninetenth century this num- 
ber had nearly doubled. In the face of these rapid increases 
in population, the amount of food available and the general 
standard of living has actually risen. In the meantime, new 
currents in population change began to make themselves felt, 
among these the declining birth rate. 


Decline in Birth Rate During the Nineteenth Century.— 
Despite the general increase in population during the nineteenth 
century tendencies to decline due to diminishing birth rates 
begani to appear in various countries. The movement toward 
lower birth rates began first in France and then appeared later 
in England and other countries. With the exception of France 
in which this declining birth rate became noticeable almost at 
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the opening of the nineteenth century, most of the European 
countries maintained high birth rates of from 35 to 40 per 
1,000 population per year up to about 1875. For many years 
prior to 1875, the birth rate in England had been running about 
36; in Scotland it had been 35; Holland 36; Germany 38.9; 
Austria 37.2; Italy 36.9; Spain 36.5; Russia 49. In some other 
countries the rates averaged somewhat lower, as for example, 
in Sweden, Norway and Denmark from 30 to 31; Belgium 
32; Ireland 26.4. It is believed that a rate of from 35 to 40 
per 1,000 per year represents almost a maximum natural rate 
in an old country not greatly affected by immigration or emi- 
gration, and while birth rate statistics are not available for 
periods earlier than the nineteenth century, it has been assumed 
that these rates may have been common in western Europe 
perhaps for centuries before registration and computation of 
statistical rates became possible. It was the observation of the 
increases in population resulting from these high birth rates 
that led to the formulation of the Malthusian law of popula- 
tion. ; 

Recent studies of the birth statistics of European countries 
have revealed that about 1875 or 1876 there set in almost simul- 
taneously in most of the western European nations a decline in 
birth rates that has continued progressively ever since. Of the 
northern and western nations of Europe which in 1876 had 
birth rates of 36 or more, the average rate had declined to 31 
by 1887. 

In another ten years, that is, in 1897, the average birth 
rate had dropped below 30. By 1903 it had dropped below 29, 
and by 1905 it had reached 27. In 1910 the average birth 
rate was 26, and the following year it passed below 25. 

During the period of the World War, from 1915 to 1919, 
the birth rates among northern and western European nations 
dropped below 17 per 1,000. Following the war, during 1920 
and 1921, it again rose to 23, but in the years since 1921 the 
progressive declines that had begun before the World War 
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again ensued. In 1924 the rate passed below 20, and in 1926 
it dropped below 19. In 1927 the birth rate was somewhat less 
than 18 per 1,000. 

In the period from 1876 to 1926, covering fifty years, the 
northern and western European birth rate had been cut in 
half. Nor was this purely a European phenomenon. The 
birth rates of many other countries, particularly in America, 
Australia, New Zealand and the white countries in South 
Africa showed similar declines. A lower birth rate had come 
to be a characteristic of western civilization, including about a 
sixth of the population of the world and the old-fashioned high 
birth rates of from 30 to 40 per 1,000 per year are now to be 
found among races and in countries of lower standards of liv- 
ing, making up, however, about five-sixths of the total popula- 
tion of the world. 

A possibility of a decline in the birth rate in the face of 
expanding production of food and other necessities of life was 
a condition that Malthus had not foreseen and could not fore- 
see. It was a new experience in the history of humanity. The 
decline in the birth rate, therefore, constitutes one of the 
most important considerations in any present-day restatement 
of the laws of population. Theoretically, according to Malthus, 
the very rapid development of means of production of food and 
other commodities that has taken place during the past fifty 
years should have been accompanied or followed by a rapid 
increase in population by increases in birth. Actually popula- 
tion has increased for other reasons as we shall see and in spite 
of a declining birth rate. . 

The economic effects of the declining birth rate are so far- 
reaching that some space may properly be given to a consid- 
eration of the nature and implications of this movement. 

It is difficult to state what the limits of human fecundity 
might be under unrestrained conditions of breeding. The nor- 
mal human female at puberty holds about 10,000 ova or egg 
cells of which from 300 to 400 are ripened and discharged in 
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a normal lifetime. The number of children borne by white 
women sometimes reaches a score of babies, but this number 
is very exceptional. Most women are worn out or die in their 
efforts to have a ninth or tenth child. It seems probable that 
the actual birth rates among most races rarely ever exceed 55 
or 60 per 1,000 people per year. Higher birth rates when they 
occur are usually due to special causes such as recent immigra- 
tion of young women of child-bearing age. For example, 
Boston, a city with an average annual birth rate of about 26 
per 1,000, when analyzed by classes of people shows a birth 
rate among certain nationalities far in excess of this number. 
In 1925 the birth rate among the Russian Jewish population 
was 94.6, and the birth rate of the Italian population was 104.6 
per 1,000 people. These extremely high birth rates are, of 
course, due to the recent flood of immigration of young adult 
men and women from Russia and Italy who are enjoying a 
prosperity unknown in their old home countries and who have 
married and are now having large numbers of children. With 
immigration checked and in time, these rates are certain to 
fall off to half and less. 

Present birth rates, as already pointed out, in northern 
and western Europe now average less than 18 per 1,000. In 
southeastern and eastern Europe the birth rates are consider- 
ably higher. Bulgaria and Russia have respectively birth rates 
of 42 and 45 per 1,000. Italy has a birth rate of 27 and Spain 
a birth rate of 29 per 1,000. The small family system of 
western nations has not yet reached these countries effectively. 

The birth rate in the United States cannot be stated for the 
entire country for the reason that neither birth nor death regis- 
trations are required in all parts of the country. The popula- 
tion included in the 33 states in which birth registrations are 
required, known commonly as the registration area, includes 
about three-quarters of the entire population of the country. 
The birth rate in the registration area for the last year for 
which figures are readily available at the time of this writing, 
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namely for 1925, was 23.2 per 1,000 population. It may per- 
haps be safely assumed that this is representative of the birth 
rate of the entire country. 

The decline in birth rate that has been so marked in north- 
ern and western Europe has likewise occurred to some extent 
in the registration area of the United States. The birth rate 
in the registration area in 1909 was 29.5 per 1,000 and there 
has been a progressive decline since 1909 downwards to the 
present figure of 23.2. 

The declining birth rate is by no means a characteristic of 
the entire population of this or any other country. The birth 
rate, it will be found, varies enormously from class to class 
in every country. 

It has been found that the lower birth rates are almost 
invariably found among the economic classes enjoying the 
higher incomes. Vice versa, the higher birth rates are invari- 
ably associated with the lower income groups. This statement 
seems to be true for all western countries. 

In studies made of the sizes of families, which indirectly 
point to differences in the birth rate, it has been found that 
the average number of children varies with the occupation of 
the fathers. Studies made by W. S. Thompson gave the fol- 
lowing results :* 


AVERAGE NuMBER OF CHILDREN IN AMERICAN FAMILIES 


(By Occupation of Father) 
Mints 5.0:65i05occncjenies sates ease Sedinc ewe see cn 4.3 
Farmers 35.0.6 5d. ie tse ce eis gee ge es adie wie Sweet 3.8 
Laborers in industries. .............0..00000 3-7 
Semi-skilled laborers. ............cceecceeees 3.0 
Managers, superintendents, etc............06. 2.5 
Bankers, brokers and professional men........ 2.3 


An intensive study of size of families from which students 
in the University of Wisconsin had come classified by occu- 


pation of their fathers gave similar results : ¢ 
8 See W. S. Thompson, Rural Demography, Proceedings of the American Sociological 
Soci 1935. 
‘Babes wad Ross, Changes in the Size of American Families in One Generation, Uni- 
versity of Wisconsin, 1924. 
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AVERAGE NUMBER OF CHILDREN IN WISCONSIN FAMILIES 


(By Occupation of Father) 

Farmer ..j.s26:0 5.000468 ose aiaise swe wie wee beeient 4.24 
Jnskilled workers. .......ccceccceecceevees 3-75 
‘rofessional Men. ....... 2... cece cece ee eees 3-19 
4USINESS MEN: 356.663 ove saan seal awe dee ss 2.91 
Clerical workers............0cececeeeeeeees 2.61 


W. S. Thompson, in his study of rural demography al- 
ready referred to, also found a considerable variation in the 
average number of children per family among American farm- 
ers in the various sections of the country. For example, farm- 
ers in New England averaged 3.6 children, farmers of the 
North Central states averaged 5.3, and farmers in the South 
averaged 6.2 children. 

Thompson also found that the number of children varied 
to some extent with the religion of the parents. The num- 
ber of children in Catholic families averaged 27% higher than 
in Protestant families; the number of children in mixed Catho- 
lic and Protestant families, however, were smaller than in 
Protestant families. Jewish families were as large as Catholic 
families but showed wide variation. For example, the birth 
rate among Jews in Manhattan averaged 23.4, whereas in the 
Bronx the average birth rate found was 18.2 per 1,000. 

Further analysis also indicates that the birth rate tends much 
lower in cities than in the country and, other things being 
equal, the larger the city, the lower the birth rate. The highest 
birth rates are found in strictly rural communities, among 
miners and in industrial communities made up of recent im- 
migrants in the prime of life. 

__ The birth rate also varies with the education of the parents 
but more particularly with the education of the mothers. The 
higher the education the lower the birth rate. 

Among American college women of the older women’s 
colleges, the birth rate is apparently much lower than among 
any other large class of people in the country. One-half of 
the graduates of Vassar, Smith and Wellesley Colleges re- 
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main unmarried and those who marry have an average of 1.5 
children each. 

According to Paul Popenoe of the American Genetic Asso- 
ciation, neither college men nor college women have a birth 
rate high enough to reproduce their groups. The birth rate 
of college men, however, is about twice as high as that of 
college women. The number of children per graduate and 
the number of children per married graduate are as follows: ° 


No. Children 
No. Children _ per Married 
Colleges per Graduate Graduate 
Men 
Veale siis.s. cessed sgeedrcee aeeea aioe 1.99 2.57 
Harvard). 32 59 55 See idab died dev aes 1.71 2.51 
Syracuse (MEN)..........cscc see ee eens 1.66 2.06 
Women: 
VASSAF sic3ic8 esis se ained ope Re as ret ed wae 9 1.82 
Wellesleyis ccc ciciieediweia ae cates ads 86 1.56 
Syracuse (women).................00- 83 1.46 
Bryn Mawr..........-....-0: ees sees 37 84 
Wellesley (honor students)............. 20 57 


The birth rates among recent immigrants is also higher than 
of those immigrants who have been in the country for sev- 
eral years and considerably higher than of the descendants of 
foreign born. The immediate effect of immigration, as al- 
ready pointed out, seems to be to increase the birth rate fol- 
lowed in a few years by progressive declines. 

The economic results of changes in birth rates are tre- 
mendous. We have perhaps barely sensed what the effects 
are of the decline in birth rates that has taken place during the 
last fifty years. The change in size of family has had the effect 
of changing the whole domestic life and character of the homes 
of the people. With the passing of the high birth rate and the 
large family, the home occupations have likewise declined. As 
the declining birth rate trend continues, it is believed, by some, 
that the cities of the future will become relatively childless and 


* From School and Society, October 13, 1917,’ pp. 438-441. 
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that the city populations will be kept up by influx from rural 
communities. It is probable that very few of the large cities 
of the western world now have birth rates that maintain even 
stationary populations. Growth of such cities is dependent upon 
immigration from country districts and elsewhere. 

The declining birth rate and the small family system has 
changed the demand from large to small homes. Small apart- 
ments of four, three, two rooms, or even one room have multi- 
plied rapidly. The change from the large to the small home has 
resulted in changes in consumer demand for all classes of goods 
—clothing, food, furniture and home furnishings of all kinds. 

The declining birth rate and its differential character with 
varying income classes of people has had profound and even dis- 
astrous effects upon manufacture of such goods as infants’ 
wear. A manufacturer of a well-known line of infants’ goods 
of better quality has found his market dwindling during the 
past twenty-five years owing to the rapid decline of the birth 
rate among the classes of families economically able to buy and 
pay for the qualities of goods he produces. While the birth 
rate of the country is still high, the great majority of births 
take place in families of low incomes. The result is that in- 
fants’ goods of cheap and cheaper qualities are wanted, leaving 
the manufacturer of quality goods with the difficult problem of 
trying to maintain his quality and at the same time keep up his 
volume. 

The small family system has made great differences in the 
social life of the people. Parents and particularly mothers have 
found it possible to increase their outside activities in many di- 
rections such as theatre-going, participation in social and politi- 
cal affairs and travel, and in the consumption of many kinds 
of goods out of question were they tied down to the care of 
large families. 

With the declining birth rate has come a greatly increased 
interest in education. The fewer children born receive a higher 
degree of attention involving relatively higher expenditures for 
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all classes of goods and services throughout the entire period 
of youth than was customary formerly when larger families 
were the rule. Higher education becomes much more of a fac- 
tor than when families were larger. It is probable that one 
of the main reasons for the rapid growth of the number of 
young men and women flooding all of the colleges and other 
institutions of higher learning has been the declining birth rate 
of the past twenty-five years. A large proportion of college 
students come from one, two or three-children families. Chil- 
dren from larger families cannot so frequently be given the 
expensive advantages of such education. 

As students of sociology well point out, the tendency of a 
declining birth rate carries with it highly serious problems con- 
cerning the future of society. It is believed in America that 
the older stocks, particularly of Anglo-Saxon origin, are slowly 
dying out and that their places are being taken by the descend- 
ants of more recent immigrants particularly from southern and 
eastern Europe. Whether this is actually the case or not, and 
whether, if true, this means anything, are matters which must 
be left for the sociologist to discuss. 

It is also urged that the present birth rate in America, 
which is higher than in the northern and western European 
nations, is in fact artificial and does not represent a continuous 
or permanent condition. The present high birth rate, it is 
stated, is due to the large percentage of recent adult immigrants 
in the country of child-bearing ages, whose children swell the 
present birth rate, but if these are not replaced by other immi- 
grants in the future it will be found that the birth rate will 
decline very rapidly in a few years. It is estimated that the 
present birth rate of 23.2, if discounted by the artificial in- 
crease due to recent immigrants, would only amount to about 
20 per 1,000 people. It is further pointed out that to main- 
tain a stationary population of any large class of people it re- 
quires a birth rate of not less than 3.1 children per family. 

According to American statistics, presented by L. I. Dub- 
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lin, out of 1,000 females born 788 marry. Therefore the 788 
must bear at least a 1,000 daughters to replace themselves, or 
rather, the 1,000 mothers must bear 1,268 daughters and 1,350 
sons to replace themselves and the fathers of their children. 
This amounts to a total of 2,618 children, or 2.6 children per 
family. But one family out of every six is sterile, hence the 
remaining families must have 3.1 children to maintain even a 
stationary population.® 

Another effect on society of a declining birth rate is a 
gradually increasing proportion in numbers of adults and, in 

‘time, of old people. Commercially, this means a decline in the 
relative proportions of all classes of goods needed for children 
and an increase of such goods needed for adults. The require- 
ments of a population whose average age is gradually moving 
upward are likely to become less dynamic, less subject to fre- 
quent fashion changes and more definitely determined by cus- 
tom. The last century, which has been characterized by very 
rapid rates in fashion change, has been a period of very rapid 
growth in population. It is quite possible that as population be- 
comes more stationary and as the relative proportion of youth 
declines that the rate of movement of fashion will also be re- 
tarded. 

The effect of the birth rate decline has already become no- 
ticeable in many American communities, particularly in the 
medium-sized and smaller cities in which population growth has 
not been rapid. Some years ago, before the tendencies toward 
a lower birth rate had begun to take effect, there was constant 
difficulty in most American communities to keep up with the 
requirements in providing school buildings and adequate edu- 
cational equipment. Since the decline of birth rate has set in, 
many of the school plants built some years ago have been found 
larger than now needed. Outside of the rapidly growing cities 
of the country, it is common to find a considerable percentage 


* Louis I, Dublin, Population Problems in the United States and Canada, pp. 10-11. 
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of school property unused because of the decline in number of 
children. 

Up to a few years ago, the public school buildings were the 
most imposing and the most modern type of building construc- 
tion in medium-sized towns and villages throughout the coun- 
try. In years to come, under the influence of a declining birth 
rate and relative decline in the number of children, it may be 
presumed that the building of school houses will lag and the 
architectural leadership of school buildings, formerly the pride 
of many American communities, will have to give way to busi- 
ness and domestic architecture in design and modernity. 


6. Decline in Death Rates—Along with the phenomenon 
of a declining birth rate that has just been described, there 
has likewise occurred a very great decline in death rates in 
all of the western nations. While the birth rate has gone down 
the death rate has declined still faster so that, with the ex- 
ception of France and more recently England, the net popula- 
tion has increased year by year in most European countries. 
A few other nations have apparently reached what appear to 
be almost stationary levels. The decline in the death rate has 
had the effect of increasing the length of life very appreciably. 
From 1909 down to 1927, according to the Metropolitan Life 
Insurance Company, the average length of life was increased 
from 46 years to 51 years. 

The declining death rate and increase in the average length 
of life have been brought about largely by prevention of cer- 
tain diseases that were formerly very deadly, such as yellow 
fever and malaria and to some extent typhoid fever and small- 
pox which have all but disappeared in present life. In other 
cases specific remedies have been discovered for the cure of 
disease such as treatment of diphtheria by anti-toxin. 

The greatest progress, however, has been made in the reduc- 
tion of infant mortality. Throughout all history before the latter 
part of the nineteenth century, from one-half to two-thirds 
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of all children born died before reaching one year of age. 
A death rate of half of the infants born within the first year 
was common in many countries and in some regions as in the 
Orient half of the babies died inside of six months. Through 
the introduction of better knowledge of feeding children as 
well as in sanitation and healthful surrounding, several nations 
now save nine out of ten babies and some save nineteen out 
of twenty. While the birth rate has greatly declined, the num- 
ber of children actually raised to maturity has greatly in- 
creased. ; 

With the elimination of high infant mortality rates together 
with cure and prevention of many diseases of youth and adult 
ages, death rates among advanced nations have declined from 
40 or 50 per 1,000, down to 12 and even Io per 1,000. 

As a matter of fact, beyond the progress made by medical 
science in reducing infant mortality and mortality from certain 
causes as indicated in preceding paragraphs, there has been but 
little progress made in the treatment of organic disorders and 
in lengthening of life beyond maturity. A baby stands a much - 
better chance of life than formerly but the life expectancy of 
the adult past 50 years of age is now but little more than it was 
a generation ago. 


The Effects of the Declining Death Rate on Consump- 
tion——The declining death rate, first of all, represents to a 
marked degree a decline in the rate of illness so that there is 
less time lost from production and in enjoyment of the fruits 
of production. The declining death rate means a proportion- 
ate loss of business for undertakers who have to some ex- 
tent made up for this loss by higher unit charges. The 
declining rate of illness has resulted in a somewhat less use by 
many people of doctors and nurses who have also made up 
for the change in morbidity rates by higher charges. 

The decline in illness rates in part accounts for a decline 
in the use of drugs and medicine of all kinds both as prescribed 
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by doctors and in self-medication. Part of the reason for this 
decline in use may be that there has been some loss of faith 
in the efficacy of medical treatment of illness. A generation 
ago every family possessed a medicine chest well stocked with 
a wide variety of so-called “remedies.” The use of tonics was a 
part of the regular regimen in most families every spring. 
There were very few people who attempted trips or travel 
without taking a considerable assortment of medicine along as 
precautionary measures. The amount of medicines consumed 
by the people during most of the nineteenth century is almost un- 
believable to the present generation. 

The decline in consumption of medicines has had profound 
effects not only on the medical profession but also on the drug 
business. Retail drug stores that formerly depended upon the 
sale of patent medicines and prescriptions would long ago have 
passed out of existence had they not taken on new lines of mer- 
chandise. The decline in the use of medicines has therefore 
been paralleled by an extension of the druggist into other 
fields, with the result that the drug business in a typical drug 
store is at present less than half of the total business. 

As the amount of money expended for prescriptions and 
patent medicines declined, the amount expended in other direc- 
tions increased, as for example, for toothbrushes, dentrifices, 
soaps, toilet goods, health foods, sporting goods, yeast, soft 
drinks, and so on. 


7. A Check in Immigration—Beginning about 1900 and 
continuing down to the opening of the World War, immigra- 
tion to the United States assumed very large proportions. The 
average number of immigrants arriving was not far from a 
million a year. During the war period it quite naturally de- 
clined to less than a third of the pre-war flow, but at the close 
of the war and during 1920 and 1921 it rose again to flood 
tide. 

A law restricting immigration went into effect in this 
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country in May 19, 1921, revised in 1924, fixing the number 
of immigrants that might come into the United States. Under 
this law immigration has averaged less than one-half of the 
number that came annually before the World War. Prior to 
the World War the additions to population through immigra- 
tion averaged about one-half of the number of births per year. 
This has now been cut down to about a seventh or an eighth 
of the number of births. Thus population growth has been 
checked somewhat from this source. The net number of immi- 
grants coming from Europe at present is about 300,000 per 
year. 

The chief sources of immigrants now are Canada and 
Mexico. Immigrants from Mexico are said to be coming in 
at the rate of 350,000 per year. These people enter very largely 
into railroad, agricultural and industrial work in the low- 
paid, unskilled ranges throughout the country. There were 
probably over a million Mexicans in the country in 1928. 
There are, however, no accurate recent statistics. There are 
no limits or quotas at the present writing on Mexican immi- 
gration. There is, however, an $8 head tax and a $10 visa fee, 
making the cost $18, for each Mexican entering the country. 
This amount tends to check mass immigration, but it is also 
believed that there is considerable evasion of these taxes by 
illegal entry. There is a wide division of opinion on the ques- 
tion of admission of Mexicans. Some favor restriction and 
a quota system, while others favor a wide, open-door policy. 


8 A Varying Condition of Emigration—Emigration 
varies with the economic condition of the country and also 
fluctuates with the seasons. A period of good times usually 
brings a rise in immigration and a period of business depres- 
sion is usually followed by emigration. Business inflation at- 
tracts people to the country and business deflation drives them 
out. Male immigration is more responsive to the conditions 
of business than female immigration. 
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There is usually. an increase in immigration each spring 
and likewise an emigration in the fall. These migrations are, 
of course, directly due to the economic seasonal opportunities 
offered by the country. 

In immigration to the United States, males have outnuin- 
bered females. Down to 1907, at least two-thirds of the im- 
migrants coming into the United States were men. Since 1907 
the proportion of males has declined steadily. During 1922 
there were more women immigrants than men. 

Migration is usually a reflection of a desire for improve- 
ment in economical position. A large proportion of the moving 

‘tide either incoming or outgoing is made up of restless, dis- 
appointed or unsuccessful people. In recent years they have 
been largely unskilled and usually little educated. 

Up to 1895 most of the immigrants coming to the United 
States were from northern and western Europe. For the first 
time in American history southern and eastern Europe be- 
gan to dominate immigration in the year ending June 30, 1896. 
In that year 57% of the total were from the southern part of 
Europe. 

Emigration is not only the result of business conditions 
but varies considerably with the different nationalities. The 
tendency of people from various nations to remain in this coun- 
try has been studied carefully by Dr. H. Jerome for the period 
from 1908 down to 1923. He found that 64.8% of the immi- 
grants arriving during that period remained in the country, 
but that different nationalities showed a very high variation 
from this average. For example, southern Italians who re- 
mained in the country amounted to 43%, northern Italians 
51%, Greeks 54% and Poles 59%. While at the other ex- 
treme, among the nations who showed a strong tendency to re- 
main in America, were the Scandinavians who amounted to 
78%, English 79%, Germans 82%, Irish 89 %, and Hebrews 
94%." 


tHarry Jerome, Migration and Business Cycles, National Bureau of Economic Re- 
search, Inc., New York, 1926. 
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The effects of immigration on consumption are most no- 
ticeable in foods consumed. Each group of immigrants brings 
to this country its own standards and habits of consumption. 
Thus the present food habits of the American nation are to a 
very great extent a combination of the food habits and customs 
of European nations gradually adopted under American condi- 
tions. American diet has been greatly enriched by borrowing 
from the customs of the various immigrant groups that have 
come to its shores. Thus macaroni, spaghetti and other similar 
wheat paste products are our inheritance from the Italians; 
olives have become part of our diet as a result of observing 
and learning from various southern European nationalities; 
sour and sweet stews of vegetables and meats, many varieties 
of pickles and highly seasoned foods have come into the Ameri- 
can diet from Germanic people, as have also sausages of many 
kinds. Most varieties of cheese now found in the American 
menu are the result of imitation of European immigrant tastes. 
The use of red pepper is an inheritance from Spain and our 
Spanish-American neighbors. 

The food consumption in America is also greatly influ- 
enced by the holidays observed by various nationalities such 
as the observance of the Jewish Sabbath, of fast days, Catholic 
abstention from meat on Fridays and the general feast days 
one finds among all nationalities. 

Recent immigrants are also likely to maintain their meth- 
ods of housekeeping and even of dress for some time after 
they arrive in this country and in that way affect the demand 
for consumers’ goods, but it may be noted that their demands 
for clothing change first and very soon after their arrival, 
whereas their demands for household goods, cooking utensils 
and for foods change much more slowly. 

The customs of consumption among recent immigrants are 
usually so strong that the immediate retail service to such immi- 
grants is usually performed by retailers of the same nationali- 
ties. Thus Italian grocers serve Italian immigrants, Polish 


Google 


POPULATION AND CONSUMPTION 127 


grocers serve Polish groups, German delicatessen dealers serve 
German populations, and so on. 

With time these differences due to nationality break down 
but are exceedingly important while they last. Frequent diffi- 
culty arises where attempts are made to force standardization 
more rapidly than it can be assimilated. 


Google 


CHAPTER VII 
WEALTH AND CONSUMPTION 


Whatever the wants of the people may be, their satisfactions 
must always be definitely circumscribed by the amount of pur- 
chasing power available. The amount of wealth and its dis- 
tribution is, therefore, a measure of human consumption. 
Income is a more direct measure, but statistics of income have 
only become available recently and only for recent years, 
whereas estimates and computations of wealth, particularly 
tangible wealth, have been compiled for many years not only 
in this country but others as well. Any long-range historical 
view of consumption must fall back on wealth statistics. 


Possession of Wealth Fixes Social Status—For certain 
purposes estimates of wealth are more valuable than statistics 
of income. Wealth, much more than income, particularly if 
of a permanent nature, helps to fix the social status of the in- 
dividual and indirectly determines the type of expenditures for 
consumers’ goods. Families owning wealth measured by hun- 
dreds of thousands and millions of dollars are, with some excep- 
tions, the greatest spenders for clothing, automobiles, homes 
and home furnishings, travel and amusements. Education, 
medical and health service, insurance and investments draw 
the largest shares here. 

The standards of living of the very wealthy are emulated 
by those whose wealth is measured by tens of thousands and 
these in turn, as far as possible, by those whose wealth is meas- 
ured by thousands. Necessity determined by the lower wealth 
levels limits the expenditures and consequently the consump- 
tion. More or less definite class distinctions form at the vari- 
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ous wealth levels based on consumption interests expressed in 
differences in homes, automobiles, servants, expensive club 
memberships, entertainment, amusements, amount of available 
leisure time, and so on. 


Possession of Wealth Leads to Thrift—The immediate 
effect of the acquisition of wealth is the desire to spend for 
goods that have long been wanted. When such wants have been 
satisfied there usually follows a desire for more wealth so that 
the possession of wealth often leads to strong incentives to in- 
crease that wealth. Thus while the ultimate purpose of wealth 
may be the satisfaction of human wants, greater ease and com- 
fort, the ownership of wealth usually leads to the development 
of thrift and caution as well as the incentive to strive further 
for greater wealth. 


Possession of Wealth Increases Social Stability—The 
possession of wealth also influences consumption through in- . 
creasing the social stability of its possessors. Regardless of 
the daily or weekly income received, those who have a share in 
the wealth of a community such as a home, a shop, a store or 
a factory are quite likely to be much more conservative in their 
attitude toward social change than those who have nothing to 
lose by change. The owners of land, of stocks in corporations, 
of bonds, and of government securities, are not easily lead into 
the acceptance of revolutionary or radical social theories. Such 
ownership generally leads to the acceptance of the status quo, of 
social forms and customs as they are. Ownership is one of the 
greatest stabilizing forces in social life. 

The effects on consumption resulting from the ownership 
of a home as compared with renting are easy to observe in any 
community. The renter seeks low rentals, temporary repairs 
and superficial changes while the home-owner puts in permanent 
fixtures and substantial equipment. Most renters expect to 
move sooner or later and get along with a minimum of home 
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furnishings while the home-owner expects to stay where he is 
and stocks up as far as his wealth will permit. 


Possession of Wealth Is Usually an Index of Income.— 
Finally, wealth and income are closely related. The correlation 
between the amount of wealth owned and the amount of income 
received is usually very high. There are notable exceptions as 
in the case of owners whose wealth is for the time being non- 
productive, as in the ownership of undeveloped natural re- 
sources, and in instances when those who have little or no 
wealth receive fair or even good incomes. There are instances 
in which wealth may be high but incomes relatively low, where 
the chief income earner of the family may have died, become 
disabled, or retired, so that former incomes may have been 
greatly cut down. 


Possession of Wealth Contributes Sense of Independence. 
—tThe effects of the possession of wealth apart from income 
and its direct result on consumption may be briefly noted. The 
ownership of wealth not only secures control of the means for 
the production of new wealth and thereby assures income, but 
also contributes a psychological element to its possessors of a 
feeling of independence which greatly influences consumption. 

The owner of wealth may hold his head high in the consumer 
markets even if temporarily out of a job. The possession of 
wealth in itself creates a wider sphere of opportunity for the 
individual. Laborers without money are forced to accept such 
work as may be offered close at hand. While those who have 
resources at their command may to some extent exercise choice. 
With some resources the individual may seek opportunities out- 
side of his own community. In recent bituminous coal mine 
strikes those miners who owned cars in many cases sought jobs 
in other communities and in other lines of work while those 
without cars stayed at home waiting for the settlement of the 
strike, thus losing all income for the time of the strike. 
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Possession of Wealth a Convenient Measure of Consump- 
tion.—The chief reason for taking estimates of wealth as guides 
to consumption is that such estimates are easily obtained. Gov- 
ernments have for a long time assessed the wealth of their 
people primarily for purposes of taxation. Valuations for 
certain forms of wealth such as real estate are to be had for 
almost every political division. It is possible to secure fairly 
authentic estimates on the amount of wealth not only in the 
United States but in most other nations as well running back 
for many years. 

In the United States it has been customary for the Bureau 
of the Census to compile a periodical report on the various 
forms of wealth. The last Census of the total wealth of the 
United States was made in 1922, and former tabulations of 
total wealth were made in 1912, 1904, 1900, 1890, 1880, 1870, 
1860 and 1850. Similar official estimates of total wealth have 
been made for many other countries. By an examination of 
such figures one may be able to determine the total wealth 
classified according to its various forms and usually some- 
thing about its distribution among the people. It may also be 
possible, by comparing the statistics of wealth for any given 
years with estimates for preceding years and thus to determine 
the trend in the amount of wealth. This information in turn 
may be used in determining the economic position of the coun- 
try and, to some extent, if information on the distribution 
of such wealth among the people is available, of the enjoy- 
ment of consumption goods. 


Statistics of Wealth in the United States.—Statistics of 
wealth are therefore to be interpreted as guides to the eco- 
nomic condition of the people and therefore in a general way 
to their consumption of goods. A statement is frequently made 
that the United States is the wealthiest nation in the world and 
the inference intended is that the people living in this country 
enjoy a higher standard of consumption than elsewhere. State- 
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ments are also frequently made that the ascending volume of 
wealth from one Census period to ihe next is carrying the popu- 
lation forward in its standards of consumption. 


Taste II. NationaAL WEALTH OF THE UNITED STATES, 1850-1922 


From United States Census Reports 
(000,000 omitted, except in per capita figures) 


Per Capita 
in 1913 
Values 


ey 
er ey 
Pr ay 


ee ee 


er ee) 


From the information presented in Table II, it is clear 
that the national wealth has increased enormously, not only for 
the nation as a whole but also in relation to population. The 
total wealth has increased nearly 45 times in dollar value in 
the period from 1850 to 1922. On a per capita basis wealth 
has increased nearly 10 times since 1850, and more than 3 times 
since 1880. Using 1913 values rather than dollars as the 
basis of computation, the actual wealth has more than doubled 
per capita since 1880. The classifications of wealth used by 
the Census including the estimates for 1922, 1912, 1904 and 
1900 are presented in Table III. From a study of this table it 
is possible to determine in what classes wealth has grown most 
rapidly. Manufacturing machinery, tools and equipment 
gained about 600% in the 22 years represented in the table. 
Motor vehicles, while not separately considered in the earlier 
years, certainly grew almost from nothing up to $4.5 billions. 
Telephone systems multiplied about 4 times in value. Shipping 
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and canals increased more than 5 times. Privately owned 
electric power plants multiplied more than 10 times. Personal 
property such as clothing, articles of personal adornment, fur- 
niture, and so on, increased approximately 6 times. 

Four classes lagging at the bottom of the procession have 
merely doubled in wealth in the period shown, namely, live- 
stock, railroads, telegraph systems and privately owned water- 
works, 


Decline in Actual Wealth from 1912 to 1922—The 
changes in purchasing power of the dollar during the period 
from 1900 down to 1922 make comparisons of dollar values 
misleading if these value changes are not considered. Table 
IV presents the estimates of the Census reduced to parity 
of dollars by changing all figures to represent 1912 dollar 
values. It will be seen that most of the gains that seem so 
phenomenal in Table III are greatly reduced and the declines 
between 1912 and 1922 are made clear. 

The gain in national wealth in dollars between 1912 and 
1922 amounted to about 72% but in purchasing power the 
gain amounted to only 13%. 

TaBLeE IV. WEALTH OF THE UNITED STATES CORRECTED FOR CHANGES 
IN Money VALUE, 1912 DOLLARS AS THE BASE 


From a Study made by Raymond D. Thomas reported in Institute News of 
the Institute for Research in Land Economics, January, 1925. 


(000,000 omitted) 


Classes of Property 1922 1912 1904 1900 
Total all property. ............. $200,500 | $186,300 | $130,410 | $115, 506 
Real property, taxed............ 91,108 96,923 67,846 60,093 
Real property, exempt.......... 11,944 12,314 8,250 8,004 
Livestock: oso ves... Savincains 208 3,369 6,238 4,928 4,304 
Farm implements............... 1,505 1,368 1,010 985 
Manufacturing tools, implements, 

OlC. ce eon ehan yy etihiow bs aes 9,198 6,091 4,020 3,350 
Railroads and equipment........ 11,627 16,149 13,726 11,788 
Manufactured products......... 18,086 14,694 9,851 8,559 
Clothing, etc................... 23,092 12,758 10,079 8,931 
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The per capita wealth of the country gained more than 
50% in dollar values but actually lost about 1% in purchas- 
ing power between 1912 and 1922. While there was a gain 
in total wealth expressed in purchasing power, the total popu- 
lation gained about 1% faster than wealth with the result that 
the net wealth per capita was less in 1922 than in 1912. 

This decline may be largely accounted for by the fact that 
the country was still in a period of business depression that 
had begun in the latter half of 1920 and which continued 
through 1921 and 1922. Asa result of the depression, agri- 
cultural property of all kinds declined more than 15 billions 
between 1920 and 1922. Other declines occurred in practically 
every class of wealth. 


Estimate of Total National Wealth by Federal Trade 
Commission.—An estimate of the total national wealth of 
the country was prepared by the Federal Trade Commission for 
1922 which gave a figure of $353 billions as against $320 bil- 
lions estimated by the U. S. Census. The Federal Trade Com- 
mission included certain items not taken into account by the 
Census such as roads, streets and bridges and made higher esti- 
mates for others, particularly railroads and other public utility 
properties. The additions seem reasonable so that the Federal 
Trade Commission estimate of total wealth may be accepted as 
the best figure available. However, for purposes of comparing 
' changes in wealth at various periods, the Federal Trade Com- 
mission estimate is less useful than the Census estimates. 
Furthermore, in any study of distribution of wealth among the 
people the inclusion of value of roads, streets and bridges may 
be questioned. 

In the following computations the estimates of total national 
wealth made by the Federal Trade Commission for the year 
1922 has been used. Reducing the total of $353 billions to a 
per capita basis the wealth amounts to $3,200 per capita, or 


1 Report of the Federal Trade Commission on National Wealth and Income, 1926. 
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taking the average size of family of 4.3 members according to 
the Census the average wealth per family would amount to 
$13,760. 

Included in the Federal Trade Commission’s estimate of 
the total national wealth there is an item of $43 billions of tax- 
exempt property owned by national, state and local govern- 
ments, leaving $310 billions owned privately, that is, by indi- 
viduals and corporations. Dividing this property among all 
the families of the country results in an average wealth for 
each of about $12,000. 

Such representations of the national wealth might be con- 
tinued indefinitely for the various classes of industries, but 
only one will be presented here. The total wealth devoted to 
agriculture in 1922 as given both by the U. S. Census and the 
Federal Trade Commission amounted to $63 billions. The 
average wealth per farm for the 6,400,000 farms would, there- 
fore, be somewhat less than $10,000 per farm. The estimated 
average wealth of farms in 1925 as given by the U. S. Depart- 
ment of Agriculture was about $9,000. 


Estimates of National Wealth for 1927.—Changes in 
national wealth since 1922 have been variously estimated run- 
ning from $336 billions up to $400 billions for 1927. The 
National Industrial Conference Board in a carefully worked 
out analysis by states, Table V, is responsible for the first figure. 
The bases of computation, quite obviously, are the estimates of 
the Bureau of the Census and not the estimates of the Federal 
Trade Commission. 

Table V shows the distribution of wealth as indicated by 
the Census for both 1912 and 1922 and the estimates of the 
National Industrial Conference Board for 1927 by geographical 
sections and by states. 


Comparison of National Wealth in the United States with 
Other Nations.—A comparison in national wealth as of 1922, 
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TaBLE V. EstmatTes oF THE NATIONAL WEALTH OF THE UNITED 
STATES BY STATES 


Estimates for 1927 from the National Industrial Conference Board. 
(000,000 omitted except in Per Capita) 


Geographical Divisions and States 


$320, 804 
314.719 


24,414 


Amount Distributable by States. ea 
New England.......... WaMorhwa Hiwaawuiwe deates 
Maine 


Sdontat aie 'e-asibiate wieseie ieee 72,314 
Dinette hateenassveevare toreaa 

seid Re aie diane ove 9.24, 

Se stay Navaho aye 23,04! 
ciptatles eeese Afoia lta ha ars 98 12,130 
dead Secongs Beer ‘ 8,288 

i Pingpeibiadite everdsccrersws sean 47,863 

Pee Me ae 8,921 
era yoarairoal BUG 0 -afevote are ceo tera qaranedt acees 10,847 4 
Pistdceine ee 98 10,492 2 
2,511 3 
3.15 4 
§. S11 3 
6,466 3 
t 
2 
2 
3 
2 
a 
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Gea 
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30,910 
665 


2gee3 
Aw ~~ 


g 


4.5 1,814 
3.123 1,225 
2,292 1,2 

20,663 1,775 
2,706 1,407 
3,589 1,856 


554 74387 
13.777 24,743 3.5 
3.183 5.354 3.42! 
2,057 3.583 4,026 
8,537 15,032 15, 3.566 
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Taste VI. WEALTH OF THE Untrep STATES COMPARED WITH OTHER 
PRINCIPAL COUNTRIES 


From Bulletin of National City Bank of New York, December, 1924. 


Compiled from U. S. Census Reports and other estimates. 
(000,000 omitted) 


1922 1QI2 1870 
United States.............. $320,803" |$186, 299% $30, 069" 
United Kingdom........... 88 , 840% 79,297 40, 000f 
France waco arse even Sa ahs 67,710¢ 57,075" 33,092° 
Germany.................- 35,700) 77,7833 38,0008 
Ttaly vision coeed eyed ecibas 25,986 23 ,030° 7, 300° 
SSID noe ses Paeead aaies 29,319" 10, §12°® 
Switzerland................ 4,5678 3,0307 
Russia....4 55 cass eens etek 56, 140° 13,626° 
Poland wisie'e sc cone wna Shea 
Teatvidh icc hacesncnot chia 
Finland 
Netherlands 4,827° 
Canada 10, 980° 2,871° 
Mexico 
Cuba.... SUD ext es 
Argentina ic 11,680? 
Brazil.... 
Chile...... 
POM eiiiasesd pe auowas aes 
India 4 csi ade esaeiee teas 
Chinas: 2. cs6deuce wh ee 
Australia 6,113" 
New Zealand 6t 730° 


(Where no figures are presented data not available) 

* Official. «Stamp. 4 Coates. ¢ Estimate. ‘Griffen. s Moody. *Knibbs. ! Helfferich. 
® Thery. © Mulhall. » Bunge. @ Reeve opens Americana. * Pan American Union. +t Based on 
Crammond’s estimate in 1920. ®% Banco Urquijo. 

1912, 1890 and 1870 between United States and some of 
the leading nations of the world is presented in Table VI. 


Classifications of Wealth 


The Report of the Federal Trade Commission on “Na- 
tional Wealth and Income” presents a mass of detail on the 
methods used in estimating wealth and income. It also con- 
tains a valuable collection of facts regarding the forms of 
wealth classified according to ownership, kind and use. This 
information supplies a valuable background for the study of 
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the relations of consumption to wealth and is therefore sum- 
marized here. 


Classification by Ownership. Wealth classified accord- 
ing to ownership includes private or individually owned wealth, 
corporate and public. Out of the total wealth of $353 billions 
corporations own $102 billions; governments including na- 
tional, state and local and other public and semi-public insti- 
tutions, own $22 billions; thus leaving $231 billions in wealth 
owned privately. 


Classification by Kind. —The classification of wealth by 
kind, worked out by Federal Trade Commission, is presented 
in Table VII. By reference to this table it will be seen that 
real estate makes up nearly two-thirds of the total wealth of 
the country and that furniture and personal effects come sec- 
ond with 11.3% of the total wealth. The remainder consists 
of movable equipment of farms and factories, motor vehicles, 
public service equipment, stocks of merchandise, gold and sil- 
ver coin and bullion. 


Classification by Use—Under the classification of wealth 
by use, presented in Table VIII, the estimates of the Federal 
Trade Commission showed about 20% of the total wealth in 
business and residential real estate in towns and villages; 18% 
in agriculture; 12.59% in manufacturing plants; practically the 
same amount in public utility institutions; and another 12.2% 
in government and public institutional property. Although the 
Federal Trade Commission points out that the value of goods 
in the stocks of wholesale and retail concerns is unknown and 
no definite figures on this subject will be available until after 
Census of Trade is taken, which may occur in 1930, it is roughly 
estimated here that the value of such merchandise amounts to 
slightly less than 10% of the total wealth of the country. 


Classification of Corporation Wealth—The rapid de- 
velopment of corporation ownership and control of business 
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Tasre VII. Wears or THE Untrep STATES CLASSIFIED BY Kinps 
Estimates of Federal Trade Commission, 1922. 


Billions of % of % of Total 
Dollars Real Estate Wealth 


Real estate 
Land ich itiea aeereeiien hae ge oes $122.2 53% 34.6% 
Improvements.................. 108.2 47 30.5 
Total real estate.............. 230.4 100% 65.35% 
Movable equipment of farms and 
factories: 
Livestock 10505: Secien es en eeans 5.8 1.6 
Farm implements and machinery... 2.6 £7, 
Mfg. machinery, tools, etc........ 15.8 4.5 
Motor vehicles...................0.- 4.6 1.3 
Public service (non-real estate) : 
Equipment, machinery, tools, etc.. 13.6 3-9 
roducts: 
Agricultural.................... 5.5 1.6 
Manufactured.................. 28.4 8.0 
Imported. . shatobas hata AeA 1.5 4 
Mining siis.o1i cs.0s. feed Rn cues 7 .2 
Furniture and personal effects........ 39-8 1r.3 
Gold and silver coin and bullion. ..... 4.3 1.2 
Total Acct ocec in havtedthea one $353.0 100.0% 


enterprise in the United States makes the Federal Trade Com- 
mission estimate of wealth owned by corporations timely and 
interesting. Table IX, which is adapted from information 
presented in the report of the Federal Trade Commission shows 
the distribution of wealth by corporations. It will be seen from 
this table that nearly a third of the wealth held by corporations 
is invested in manufacturing corporations. Transportation and 
public utility property comes second as more than one-fourth 
of the total corporation wealth. Finance, trade and mining 
corporations come third in order in holdings. 


Distribution of Stockholdings in Corporations.—The 
tendency toward concentration of business enterprise into larger 
and larger units has been noted for a long time and it seems 
likely that this tendency will continue. 
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TABLE VIII. WeEaLTH OF THE UNITED STATES CLASSIFIED BY USE 
Estimated by Federal Trade Commission, 1922. 


ys 
Telegraph and telephone systems.................. 
Electric power stations....................0000005 
Other public service enterprises................... 
Government property: 
Public roads and streets..................00.0005- 
Tax-exempt real estate...............0-0.00000005 
Business and residential real estate.............-....-- 
Household furniture and personal goods................ 
Motor vehicles—pleasure cars, etc................-050- 
Merchandise in wholesale and retail concerns... ... 


TaBLe IX. CorpPoraTION WEALTH IN THE UNITED STATES 
Estimated by Federal Trade Commission, 1922. 


Industries 


Transportation and other public 
utilities... 00. 


Mining and quarrying.......... 


Construction.................. 
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TABLE X. DISTRIBUTION OF OWNERSHIP OF CORPORATIONS 
Based on Estimate of the Federal Trade Commission, 1922. 


Preferred Stock 


Common Stock 


Class of Owners 
Holders Holdings Holders Holdings 
Individuals. ............... 64.9% 67.8% 
Trustees.........-.0200005- 10.4 9-9 
Brokers. ..........-.0-200- 11.9 8.7 
Corporations............... 10.4 10.2 
Non-profit institutions. ..... x) 9 
Foreign holders............ 1.5 2.5 
Total och gee 100.0% 100.0% 


The increasing number and growth of corporations in the 
United States may to some extent be taken as an indication of 
the tendency toward concentration and growth. There are, 
of course, numerous small corporations, but large-scale busi- 
ness would scarcely be possible without corporate organization 
of large concerns. But concentration in industry does not 
necessarily mean concentration in ownership for the ownership 
of corporations may obviously be very widely distributed 
through holdings of the stocks of such organizations. 

The Federal Trade Commission indicates, as shown in 
Table X, the classes of owners both of common stock and pre- 
ferred stock of a large number of corporations. In the ab- 
sence of any information to the contrary, it may be assumed that 
the distribution of stock ownership as shown in this study is 
typical for the country. 

As might be expected, private individuals make up the 
largest number of stockholders and also hold the largest per- 
centages of the total values of such stock both in common 
and preferred shares. The ownership of corporation stock 
by corporations comes second in value of holdings both 
in common and preferred stocks. The holdings of trustees fol- 


Google 


WEALTH AND CONSUMPTION 143 


low closely and the stocks owned and held by brokers come 
fourth. It is interesting to note that foreign holdings of stocks 
in American corporations make up but a very small percentage 
of the total. It is believed that this is due to the great change 
in ownership of such securities that took place during the 
World War when many foreign holders either voluntarily or 
forcibly gave up their ownership in such property. 


Distribution of Ownership of Corporation Securities 
Among Individuals—An attempt was made by the Federal 
Trade Commission to secure an estimate of the number of 
people owning corporation stocks in this country as of 1923. 
Questionnaires were sent to a selected list of 10,000 corpora- 
tions representing 43 industrial groups so selected as to secure 
the greatest possible variation in types of investment. Reports 
were received from 4,367 of the 10,000 corporations asked to 
give this information. While the number of corporations re- 
plying seems small in comparison with the total number of 
corporations in the country, amounting to over 366,000, it was 
felt that the selection was such as to make them fairly repre- 
sentative. The capital stock of the corporations replying, 
amounted to about 12% of the total capital stock of all cor- 
porations in the country. The total number of common stock- 
holders reported was 1,741,851 and the average holding per 
stockholder was $6,969. The number of preferred stockholders 
reported was 302,171 with average holdings of $5,211. 

Not taking into account duplications and estimating a dis- 
tribution of stockholdings for all corporations in the country 
proportionate to the distribution in the companies replying, it 
was estimated that the total number of stockholders through- 
out the country was not less than 5,051,499. 

Other estimates from various sources run as high as 20 mil- 
lion stockholders. A very great increase in distribution of 
stockholdings that has occurred during the last decade is pointed 
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to as an indication of the wide distribution of such stock and 
the great number of stockholdings. Robert S. Binkerd, in an 
address presented before the Academy of Political Sciences of 
New York on March 9, 1925, estimated that the number of 
individual owners of America’s largest industries through 
stockholdings had more than doubled between January 1, 1918, 
and January 1, 1925. Mr. Binkerd’s estimates for these two 
periods were respectively 2,500,000 stockholders in 1918, and 
over 5,000,000 in 1925.2, The increase in stockholders, it was 
estimated, came not only from the general investing public but 
also to a very great extent among customers and employees in 
the companies included in Mr. Binkerd’s survey. The public 
utilities and railroads, according to this statement, made the 
largest gains—estimated at not less than 3,500,000 stockhold- 
ers, of which 500,000 were employees, 1,000,000 customers, 
and 2,000,000 investors drawn from the general public. Hold- 
ings in bonds as well as stocks have also greatly increased. 
During the seven-year period discussed, the number of bond- 
holders increaséd at least 2,500,000. 

Before the World War the number of bond owners in the 
United States had been variously estimated at about 200,000. 
During the war, the first Liberty Loan was said to have been 
sold to about 18,000,000 people. It has never been possible 
to determine .exactly how many different purchasers there 
were for the reason that many people purchased several times 
and many held their bonds but for a short time and repur- 
chased and resold from time to time during the period of 
the war. The total number of registered United States Gov- 
ernment bondholders has never exceeded 2,000,000 accounts 
but registered bonds make up but a small fraction of the total 
amount of government obligations. It was estimated by the 
statistical section of the Treasury Department that the total 
number of holders of Liberty bonds did not at any time exceed 
10,000,000. 


e 


# Quoted in the Commercial and Financial Chronicle, April 1, 1928. 
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Distribution of Ownership of Large Corporations—Re- 
verting again to holdings of shares in American corporations, 
impressive lists showing the number of stockholders of indi- 
vidual corporations have at various times been published. The 
number of stockholders in the larger corporations has literally 
multiplied during the last ten years. The American Telephone 
and Telegraph Co., which ten years ago had but little over 100,- 
000 stockholders, has at the present writing nearly 500,000. 
The United States Steel Corporation has increased its stock- 
holders from a little over 50,000 to approximately 100,000. 
The stockholders in the Pennsylvania Railroad Co. have in- 
creased from 103,000 to 143,000; the increases in the South- 
ern Pacific Railroad Co, have been from 32,000 to 58,000; 
Standard Oil Co. of New Jersey has increased from 9,300 
in 1922, to 53,000 in 1928; General Motors stockholders have 
increased from 2,000 in 1917, to 71,000 in 1928; and General 
Electric stockholders have increased from 21,000 in 1920, to 
50,000 in 1928. These statistics are sometimes cited as an 
illustration of the wide distribution of capital ownership in 
the big corporations, at other times to indicate a possible trend 
of corporation control passing from the hands of a few very 
wealthy people to the public made up of both consumers and 
employees. 

In a few of the larger corporations there has undoubtedly 
been a distinct trend toward decentralization of ownership. For 
example, in the American Telephone & Telegraph Co. no sin- 
gle individual owns more than 1% of all of the stock of the 
corporation. There appears to have been a general decline 
in the proportions of holdings of wealthy families in corpora- 
tions which were at one time dominated by a few people. For 
example, the various divisions of the Standard Oil Co. are 
no longer controlled by the Rockefellers; nor is the New York 
Central system any longer controlled by the Vanderbilts. It 
is now reported that less than 8% of the stock is owned by 
members of this family. 


Google 


146 ECONOMIC PRINCIPLES OF CONSUMPTION 


It has also been stated that the number of individual women 
stockholders in the large corporations has greatly increased. 
In fact, in some companies such as the American Telephone & 
Telegraph Co., General Electric Co., Pennsylvania Railroad 
Co., and Westinghouse Air Brake Co., there are now more 
women than men stockholders. This, too, is taken to indi- 
cate a tendency of wide distribution of stock ownership not only 
among the wealthy but also people with moderate means. 


Stock Ownership by Employees—Ownership of stock 
by employees has assumed considerable proportions in America 
during the last ten or fifteen years. According to informa- 
tion gathered by the National Industrial Conference Board, 
out of 315 representative American corporations that now en- 
courage their employees to buy and own company stock, only 
60 had such plans in 1915. The concerns studied by the Na- 
tional Industrial Conference Board had over 2,700,000 em- 
ployees of which approximately one-third had subscribed. The 
average holding per employee was about $1,300. These figures 
may probably be taken as indicative of the marked growth 
of employee stock ownership in the country. 

Ownership of stocks by employees has been urged as an 
aid toward the solution of the problems of labor and capital, 
but there is no unanimity of opinion as to the efficacy of this 
method of settling disputes. The wisdom of company sales 
of its own securities in substantial blocks to their employees 
has been both lauded and criticized. On the one hand it has 
been urged as a means by which the interest of the employees 
might be increased in their work. It has been believed that such 
stock ownership might result in greater contentment as well 
as greater output. The experience of American companies with 
this policy has not been uniformly successful. There have been 
a number of withdrawals, including such well-known com- 
panies as the National Biscuit Co. and the F. W. Woolworth Co. 
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This indicates that employee stock ownership as an arrange- 
ment between employers and employees has definite limits. 

Stock ownership by employees has been severely criticized 
for its obvious dangers and difficulties. If after employees 
have been induced to subscribe for stock the corporation fails 
to pay dividends, the investment is likely to result in ill-will, re- 
sentment and every other feeling rather than the opposites 
hoped for from the policy. 

Professor Williard C. Fisher, in an article in the Journal 
of International Electrical Workers and Operators in 1928, 
pointed out that employee stock ownership violates an accepted 
principle in investment in that it does not provide desirable di- 
versification needed for security. The employees’ savings in 
many instances all go into securities in the company in which 
they work. Failure of that company to earn dividends reduces 
the value of the securities and therefore of the savings accumu- 
lated over a period of years. Inasmuch as guaranty of earnings 
cannot be assured in most cases, employee stock ownership 
plans in most companies are to be considered as venturesome 
speculations rather than as investments. 

A study of the statistics of employee ownership in Ameri- 
can companies shows that, while the number of such subscrip- 
tions has grown rapidly, the total shares in ownership by em- 
ployees in companies in which these plans prevail is very 
small. In several cases the securities sold to employees are 
either preferred stocks or special shares that do not participate 
in voting or control in the company. Where common stock 
or voting shares are distributed, the percentage of such shares to 
the total is usually small. In a report issued by the Industrial 
Relations Section of Princeton University, December 1, 1926, 
it was pointed out that employees in twenty important compa- 
nies then owned shares in their respective companies equal to 
approximately 4.26% in market value of the total shares of 
those companies. In number of stockholders, however, in these 
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same companies the employee stockholders amounted to alu: « 
21% of the total number of stockholders. 


Duplication of Stockholdings Prevents Easy Estimate of 
Stockholders.——Obviously, there is a great deal of duplication 
in stockholdings among the stockholders of the country. 
Wealthy stockholders who have diversified their holdings may 
own scores or even hundreds of securities in varying amounts. 
It seems probable that economists such as W. Z. Ripley and 
T. N. Carver, who have in recent years estimated that there are 
from 15,000,000 to 20,000,000 stockholders in the country, have 
not taken such duplication sufficiently into account.® 

It is variously estimated that there are from 25,000 to 
40,000 millionaires in the United States. According to the 
statistics of the Bureau of Internal Revenue, there are 11,000 
millionaires of record in the country. These 11,000 received 
dividends on corporation stocks amounting to $300,000,000 
in 1924, which then represented 7% of the total dividends 
paid. From this it is evident that the corporations are not 
closely owned by those very wealthy people of the country 
counted by the Bureau of Internal Revenue. More than 90% 
of the stock of the corporations of the country is therefore 
owned by people who are something less than millionaires. It 
has been estimated that about half of the corporate stock is 
owned by people whose net incomes are less than $12,500 a 
year. 

An estimate of the total net number of stockholders in the 
United States was made by J. S. McCoy, Government Actuary 
of the United States Treasury. According to this estimate for 
the year of 1924, after elimination of all duplications, there 
were altogether only about 2,358,000 stockholders consisting of 
889,000 making income tax returns, 200,000 stockholders with 
net incomes of less than $2,500 but receiving dividends due to 
inheritance and so on, and 1,269,000 stockholders who did not 


3 James F. Burke, former member of Congress, in an address before the American 
Bankers’ Association in i927, gave an estimate of 20,000,0v0 stockholders. 
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make out income tax returns. This means that on the average 
only one family out of every ten owns corporation stock. The 
large number of stockholdings are due to the fact that many 
individual owners own many blocks of stocks. In other words, 
all of the corporations in the country estimated at 366,000 in 
1922 and 410,000 in 1924, were owned by 2,358,000 stock- 
holders. 

In an estimate for the year 1926, Joseph S. McCoy indi- 
cated that there might then be 3,000,000 stockholders.‘ 


Concentration of Ownership in Natural Resources.— 
The Federal Trade Commission, in ‘‘National Wealth and In- 
come,” devoted considerable attention to the degree of con- 
centration of ownership, particularly in the natural resources in 
the country. It was found that in certain resources such as 
anthracite coal, iron ore and copper, a very high concentration 
of ownership and control prevailed. Three-fourths of the esti- 
mated available sources of anthracite coal were owned by 
eight companies ; one-half of the iron ore resources was owned 
by two companies ; one-half of the copper resources was owned 
by four companies ; one-third of the water power of the country 
was owned by six companies; one-third of the bituminous coal 
resources was owned by thirty companies; and about one-eighth 
of the known petroleum resources was owned by thirty com- 
panies. It was pointed out, however, that this concentration of 
ownership of the natural resources in the hands of a few large 
corporations does not mean concentration in a few hands, since 
the distribution of holdings of stock in these corporations has 
been very wide during recent years. From the standpoint of 
public policy and the time-honored efforts of the government 
to maintain conditions of free competition, the high concentra- 
tion of control in the ownership and management of natural 
resources does, perhaps, limit the degree of competitive market 
activity within each industry. 


* Quoted in New York Times, October 1, 1927. 
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Distribution of Wealth Among the People 


It is not easy to find any real information on the actual 
distribution of ownership of wealth among the people through- 
out the United States. There are no authoritative statistics on 
the subject. Figures presented showing the total national 
wealth are usually classified by kinds and uses of wealth but 
not by owners. 

In order to secure some evidence on the extent of distribu- 
tion of wealth among the people of the country, the Federal 
Trade Commission attempted a detailed survey, the results of 
which are presented in “National Wealth and Income.” There 
has been much effort expended to obtain from government 
records, such as tax rolls, some satisfactory description of the 
distribution of wealth among individuals. Property assessments 
have been made by most states and local divisions for a long 
time and during the last twenty years, assessments have also 
been levied against personal incomes. Property tax rolls which 
would seem to offer the best sources of information on distribu- 
tion of wealth, have been found notably inadequate. Many 
forms of wealth are usually omitted, and inaccuracies are fre- 
quent even in those forms of wealth that are included. 

The difficulty of using ordinary tax returns as a basis for 
computing the distribution of wealth has been recognized fully 
in all efforts made in this field. In order to secure a more ac- 
curate opinion as to the distribution of wealth, several studies 
have been made of the values of estates left by decedents. 

The Massachusetts Bureau of Labor, in its twenty-fifth an- 
nual report, presented a comprehensive study of the value of 
estates probated in Massachusetts for the following periods: 
1829 to 1831, 1859 to 1861, 1879 to 1881, and 1889 to 1891. 

A similar study was made by Dr. Max Lorenz, of estates 
probated during the year 1900 in six counties in Wisconsin, and 
it was reported by W. I. King in “The Wealth and Income of 
the People of the United States.” 
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Similar studies made in France in 1909, in England for the 
period from 1907 to 1911, and in Prussia, for 1908, are like- 
wise reported by King.5 

The Federal Trade Commission in its study of wealth and 
income also attempted to secure information on the distribu- 
tion of wealth among the people, and used the method just de- 
scribed, of studying the probated court records of values of 
estates left at death. 

In order to secure a fair sample, representative of all classes 
of people throughout the country, both rural and urban, eastern 
and western, northern and southern, the probate records from 
24 different counties scattered through 14 different states, in- 
cluding the District of Columbia and covering 43,512 estates, 
were analyzed and tabulated. 

Probate records were confined to a period of twelve years 
beginning in 1912 and ending in 1923. The total number of 
deaths in the 24 counties during the period studied were 259,- 
go8. Of this number, 184,958 deaths were of persons 21 years 
of age or over, and this figure was used as the basis for esti- 
mating unprobated estates. The fact that the estates of only 
43,512 were probated, was taken by the commission to indi- 
cate that the remaining 141,446 died leaving estates so small 
that they were not probated. For the purpose of arriving at 
proportions of distribution of wealth, the average value of 
estates in the lowest size group tabulated, that is, under $500, 
was assigned to these unprobated estates. This average was 
$258 per estate. 

The compilation made by the Federal Trade Commission 
represents the most thorough and comprehensive effort ever at- 
tempted in this country to show the actual distribution of wealth 
among individual owners. 

In Table XI there is presented a summary of the facts found 
in this study. From this table it will be seen that there is a very 


5 See Ch. IV in W. I. King, Wealth and Income of the People of the United States, 
1915. 
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TasLE XI. DistrrBuTion oF WEALTH oF THE UNITED STATES AS 
INDICATED BY A STUDY OF 43,512 DECEDENTS IN 24 COUNTIES 


Estimated by Federal Trade Commission, 1923. 


% of Total 


% of Total 


Values of Estates 


Number Value 

Riser etand cache 76.5% 5.2% 
Under $500................ 3-3 .2 
$3 sco to $ 1,000..... 2.6 5 
1,000 to 2,500..... 4-7 2.0 
2,500 to 5,000..... 4.1 3.8 
5,000 to 10,000..... 3.5 6.4 
10,000 to 25,000..... 3.0 12.0 
25,000 tO 5§0,000..... 1.2 II.0 
50,000 to 100,000..... .6 10.7 
100,000 to 250,000..... 4 149,922 13.8 
250,000 to 500,000..... eS 337,015 8.5 
500,000 to 1,000,000..... 084, 563 7.4 
1,000,000 and over......... 2,975,296 18.5 


Total probated....... 


Total all estates...... 184,958 100.0% 


ae or 

wide variation in the amount of wealth owned. While the 
average amount of wealth owned by decedents over 21 years 
of age averages $3,800, individual wealth ranges from nothing 
to billions of dollars. About 1% of the number of decedents 
owned more than 90% of the total wealth represented. At the 
other end of the scale, 80% of the decedents left estates valued 
at less than $500 and more than 90% of all of the estates 
amounted to less than $5,000. 

The results found in the study of estates made by the Federal 
Trade Commission are, in general, comparable to the results 
found in previous studies and reported by King. - 

Each of the places studied was classified by King into four 
groups, namely, poorest, lower middle class, upper middle class 
and richest. Sixty-five per cent of the population in each case 
were included in the poorest group. The lower middle class 
was made up of 15% of those whose wealth was next higher 
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can that owned by the people in the poorest group, that is, from 
03%¢ to 80%. The upper middle class was made up of 137 
ut the population whose incomes were in excess of the lower 
middle class, and the remaining 2% constituted the richest 
people in the population. 

It was found that the poorest 65% of the population owned 
the following proportions of wealth: United Kingdom 1.7% ; 
France 4.3%; Prussia 4.9%; Massachusetts an average of 
5% ; and Wisconsin 5.2%. The richest group, making up 2% 
of the population, owned from 57% of the total wealth, as 
in Wisconsin, to 71% of the wealth in the United Kingdom. 

The Federal Trade Commission’s study shows, as indicated 
above, that 80% of the people including the records of those 
decedents whose estates were not probated, amounted to only 
5.4% of the total wealth. On the other hand, 2% of the total 
number of decedents owned about 70% of the total wealth. 

However, the inclusion of a large number of decedents 
whose actual wealth was not known, and therefore could only 
he estimated, throws some doubt as to the accuracy of the 
entire estimate made by the Federal Trade Commission. Tak- 
ing into account only those estates that were actually probated, 
the total wealth of the richest 2% comprised slightly more 
than 50% while the poorest 65% owned somewhat less than 
10% of the total wealth of the group. 

According to King’s studies, in no instance does the poorest 
65% of the inhabitants control much more than a twentieth 
part of the property, while in the study made by the Federal 
Trade Commission an interpretation of their figures as they 
are presented leads to the conclusion that in the United States 
the proportion of the total wealth owned by the poorest 65% 
is still lower. 


Tendencies Toward Diffusion of Wealth.—In the study 
of the distribution of wealth conducted by the Federal Trade 
Commission, an effort was made to determine what tendency, 
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if any, toward concentration of wealth might have occurred 
in the period studied. A comparison of the larger estates 
amounting to $100,000 and over, probated in the early part 
of the period, was made with similar estates probated at the 
end of the period; but instead of any tendency toward wealth 
‘ concentration in fewer hands, the opposite was found. In 1912 
the large estates made up 52.6% of the total value of all pro- 
bated estates examined, while in 1923 they amounted to only 
45.9% of the total. 


Probable Distribution of Wealth Among the People of 
the United States——If this study of ownership of wealth by 
decedents made by the Federal Trade Commission is typical 
and representative of the wealth distribution among the living 
people throughout the country, then it should be possible to 
apply the proportions found in Table XI to the entire country. 
According to this assumption, more than three-fourths of the 
persons in the United States over 21 years of age possess less 
than $500 worth of property, while one-eighth of the popula- 
tion at the farther end of the scale owned 90% of the total 
wealth. 

It is certain that this inference will be challenged by many 
students of American economic conditions. In objection to 
the use of probate records as an indication of the distribution 
of wealth, it may be pointed out that the settlement of estates 
in probate court comes at the end of the lives of individuals 
whose records are studied, and that their wealth, in many in- 
stances, particularly in the lower value groups, may have been 
consumed by years of illness and non-productiveness. There- 
fore, as will be pointed out in a later chapter, the highest in- 
comes and the greatest surplus of wealth are enjoyed by the 
masses of the people during the years of the prime of their 
lives, and that, when with increasing years earning power de- 
clines, all expenditures from capital wealth or savings take 
place progressively. 
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It may also be pointed out that in the settlement of estates 
the values are often depreciated because of forced sales. In 
conclusion it seems probable that the method used by the 
Federal Trade Commission in estimating the distribution of 
wealth among individuals is probably fairly indicative of pro- 
portions but that in actual amounts the results are somewhat 
too conservative as representative of actual conditions among 
living people over the age of 21 in the country. 


Conditions Encouraging a Wider Diffusion of Wealth 


Certain factors tend to influence a wider diffusion of wealth, 
whereas other factors operate in the direction of concentrat- 
ing wealth in fewer hands. Anything that tends to break down 
special or class privileges usually results in a wider diffusion of 
wealth. Monarchies, aristocracies and oligarchies are noted 
for the high concentration of wealth in a few hands, whereas 
democracies generally represent the widest diffusion of wealth. 

_ Similarly, all tendencies to emphasize or magnify wealth 
and wealth getting as an incentive of life result in all persons 
influenced by such tendencies trying, and in a measure suc- 
ceeding, in getting some accumulation of wealth. In times and 
places where thrift is strongly preached and practiced, wealth 
is widely accumulated. Anything that tends to raise the wages 
or the incomes of the masses naturally leads to a wider dif- 
fusion of wealth. General welfare measures that help to raise 
the intelligence of the people, such as popular education, are 
highly important. Restrictions of immigration, limitation of 
child labor, shorter working hours, minimum wages, prohibi- 
tion of night work and apprenticeship regulations tend to 
raise wage levels and consequently produce a wider diffusion 
of wealth. 

The emigration of any considerable proportion of a work- 
ing population from any district or country tends to improve 
the wage conditions of those remaining, so that they may ac- 
quire more wages and therefore more wealth. Unusual con- 
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ditions favoring labor such as prevailing in the United States 
during the World War no doubt contributed considerably tu 
the diffusion of wealth at that time. The more general pos- 
session of wealth that became possible at that time took the 
form of incomes in the ownership of homes, of Liberty bonds, 
of corporation securities and so on. 

Social measures instituted in this and many other countries 
have gone far toward creating opportunities for masses of 
individuals to acquire increasing shares in the total national 
wealth. Among such measures may be mentioned legislation 
against unreasonable restraint of trade which has made it pos- 
sible for small business concerns to continue in competition with 
larger organizations. The Federal Reserve Bank Act which 
provided for twelve reserve banks widely scattered over the 
country is another illustration of social efforts to secure dif- 
fusion rather than concentration of wealth. A central reserve 
bank located in New York, in the opinion of the promoters of 
the Federal Reserve Act, would have had the effect of making 
New York the sole financial capital of the country. The Federal 
Reserve Act literally created 12 financial capitals. 

Every social effort made to encourage the development of 
small-scale industry, whether in granting patent rights to an 
inventor or advice on rotation of crops to the small farmer, 
tends to a diffusion of wealth. Graduated income and _ in- 
heritance taxes which absorb considerable proportions of large 
fortunes for public use, likewise work against rapid concentra- 
tion and assist in diffusion of wealth. 

The government’s historic aid to its citizens through the 
Homestead Act passed in 1862, and the opening of irrigation 
projects, have created opportunities for millions of individuals 
to acquire wealth which might not otherwise have been possible. 

A wise social policy looks to the economic improvement and 
well-being of the people. A wide diffusion of wealth means a 
wide diffusion of consumption and enjoyment of all articles and 
services of commerce. The individual millionaire’s stomach 
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holds no more food than the unskilled laborer’s, and perhaps not 
as much. He may spend more for it, but beyond certain 
amounts such expenditures contribute nothing substantial to 
comfort or well-being and are generally wasteful. The mil- 
lionaire’s need for clothing, like his need for food, is also 
limited. The millionaire may consume somewhat more nearly 
in proportion to his income in homes, automobiles, servants, 
travel, amusements and other miscellaneous items. But a wide 
distribution of wealth leading to greater wealth per individual 
means a greater consumption of all classes of goods and an 
approximation to general contentment at least in the necessities 
of life. The millionaire may be necessary in modern industrial 
society but the chief need of all business, both productive and 
distributive, as well as of society as a whole, is a public made up 
of individuals who are all economically able comfortably to 
satisfy their elemental wants. 
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CHAPTER VIII 
INCOME AND CONSUMPTION 


The amount of income received by the individual, generally 
speaking, determines his status as a consumer. There are ex- 
ceptions, but in the mass they are negligible. Given the amount 
of income enjoyed by any considerable group of people, it may 
be possible to describe their standard of living, the character of 
homes in which they live, the kind of clothing and food con- 
sumed and, with a surprising degree of close approximation, the 
amount of money expended per year for the principal items 
within these classifications. 

One may go still further. Beginning with a knowledge of 
the amount of income received, and allowing for a small per- 
centage of exceptions, it is possible to picture the social circles 
in which the individuals move, the amount of education re- 
ceived, the amount of education given to their children, the 
time and money spent in travel, in recreation and in amuse- 
ments. It is even possible to estimate the size of the families - 
and the amount of illness and the death rates among the chil- 
dren. 

Recent studies on the relation of illness to income received 
indicate that it may be possible to estimate with a fair degree 
of accuracy the number of days of illness that will be suffered 
annually. There is even a positive correlation between amount 
of income and various causes of ill health, disease and accident 
rates. 

From the foregoing statements it will thus be seen that 
variations in income of the people of the country constitute 
the most fundamental factor in consumer demand. A knowl- 
edge of income, its distribution and the changes in income 
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trends are obviously of utmost interest to an understanding of 
the Economics of Consumption. 


Estimates of Total National Income.——There are no gov- 
ernment or other official compilations of information on the 
total national income. The nearest approach to such informa- 
tion is to be found in the statistics of income based on reports 
of income taxpayers to the Bureau of Internal Revenue of the 
Federal Government. The immediate difficulty with the statis- 
tics of income obtained by this Bureau is that the total num- 
ber of returns has not run much over 7 millions, whereas the 
total number of persons gainfully employed is estimated to 
be about 45 million. In a country in which there are over 
20 million registered passenger automobiles in operation and 
only 7 million income tax statements returned, it is clear that 
the statistics of income collected by the Bureau of Internal 
Revenue do not adequately present the facts concerning the 
distribution of American incomes. Use may be made of the 
statistics of the Bureau of Internal Revenue to determine the 
extent of distribution in the higher income ranges only. 


Early Estimates of National Income.—Several ambitious 
attempts have been made during the last forty years to estimate 
the total national income of the United States. While the most 
comprehensive studies have been made within the last ten years 
some of the earlier studies were very carefully prepared. A 
brief mention of some of the most important of these estimates 
follows : 

C. B. Spahr in “Present Distribution of Wealth,” published 
in 1890, was one of the earliest, during the present generation, 
to offer an estimate of the total national income. The total 
national wealth as estimated by Spahr for 1890 amounted to 
$10,800,000,000. 

What appears to have been a more accurate and painstaking 
survey of the total national income was drawn up by G. B. 
Waldron in ‘““A Handbook on Currency and Wealth,” published 
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in 1896. Waldron’s estimate was made for the year 1890 at 
which time the population of the United States was 62,947,714. 
Waldron’s estimate of income was based on a computation of 
expenditures and savings as follows: 
TaBLE XII. Totat NATIONAL INCOME 1890, BY OUTLAYS AND CAPITAL 
SAVINGS 
Estimated by G. B. Waldron 


OO de cads sieve conecinnst Widte sONan and Gras a4 he $3, 305,000,000 
Clothing....................... I, 233,000,000 
FUMIUIe 6.04 seeks See kee ad 319,000,000 
Fuel and light..............0......... 475,000,000 
Miscellaneous....................... 708 ,000, 000 
Total Outlay for Luxuries...............0...... ........ 3. 584,000,000 
Liquors..................0..0.0000005 Q00 , 000,000 
if Wo) or: cco ae eee ra 450,000,000 
Miscellaneous....................... 2, 234,000,000 
Capitalizcysis ado ogess de vesien pedis oP wees ewes TONE Sa 31717 000,000 
Renewals... ..................000-05. 2,430 ,000,000 
IN OW hann (Actbietiynd ch ech cheatin et sina dls 1, 190,000,000 
Interest to abroad................... 385,000,000 
Govt. Expenses (not salaries)... 02.0000 0000.0. 240, 000, 000 
Total National Income............................ $13,041 , 000,000 


The next important estimate of the total national income 
appears to have been by F. H. Streightoff in “Distribution of 
Income in the United States,” published in 1912. 

The next important contribution to the common opinion 
on the amount of national income was made by Wilford I. King 
in “Wealth and Income of the People in the United States,” 
published in 1915. Dr. King drew up estimates of the national 
income for each census vear from 1850 down to 1910. Table 
NII presents the important facts from King’s study. 

Benjamin M. Anderson, Jr., economist of the Chase Na- 
tional Bank of the City of New York, offered a series of esti- 
mates of the total national income of the United States which 
were first presented in the New York Times Annalist annual 
review in January, 1917. Later additional estimates with cur- 
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TaBLE XIII. Tota Nationa, INCOME BY CEN- 
sus YEARS FROM 1850 TO 1910 


Estimated by W. I. King 


Total 
Income | Per Capita 
Year (000,000 Income 
omitted) 


rent and earlier estimates were made in the Annalist annual 
reviews in January, 1921 and again in January, 1925. A sum- 
mary of Anderson's estimates appears in Table XIV. 

During the period of the World War several individual 
estimates of national income appeared in published form among 
which, perhaps one of the most notable statements, was that 
issued by David Friday... The figures presented by Friday 
estimated the total national income in 1910 at $30.5 billions; 
in 1913 at $34.5 billions; in 1916 at $50 billions; and in 1918 
at $72 billions. 

One of the most widely quoted of estimates of the national 
income was issued by the National Industrial Conference Board, 
Inc., whose figures follow in Table XV.? 

On February 28, 1923, the United States Senate ordered the 
Federal Trade Commission to make an inquiry into the total 
amount of wealth and income in the United States. The report 
was completed and submitted to the Senate on May 25, 1926.8 
The Federal Trade Commission undertook an analysis of the 
net gains by industries and submitted a series of estimates for 


1 Commercial and Financial Chronicle, October 12, 1918. 
2 Quoted from Journal of Commerce, May 19. 1927. 
3 Repurt of Federal Trade Commission on ‘National Wealth and Income,” 1926. 
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TaBLE XIV. THE Totat National INCOME OF THE UNITED STrarEs, 
1909-1924* 
Estimated by Benjamin M. Anderson, Jr. 


Domestic 
Net I es 8 . Feet 
et Income | U.S. = Net o! . 
of the Income | U.S. = Ex- Er “fn 
Calendar Year United States] minus ports at | pyomecti 
(000,000 Imports at | Retail Prices ‘Trade 
omitted) | retail Prices | (000,000 
(000,000 omitted) 


omitted) 
$28,400 $26, 200 $ 2,600 9.9% 
31,200 28,900 2,800 9-7 
31,100 28, 800 3,100 10.8 
32,400 30,100 3,600 12.0 
33,500 30, 800 3,700 12.0 
32,700 30,000 3,200 10.7 
35,900 33, 200 5,300 16.0 
45,700 42,100 8,200 19.5 
54,100 49,700 9,400 18.9 
62,000 57,500 9,200 16.0 
66, 800 60,900 II,Q00 19.5 
49, 800 45,100 5,700 12.6 
57,700 52,000 6, 300 12.1 
53,600 48, 200 7,000 14.5 


*“'The Income of the American People, etc., 1890 to 1924," in New York Times Annalist 
January 5, 1925. 


TaBLE XV. Totat NatTIoNaAL INCOME OF THE UNITED STATES, 
IQIQ—-1926 
Estimated by the National Industrial Conference Board, Inc. 


61 ,633,000,000 
71,558,000,000 
70, 768,000,000 
775313 000,000 
78 ,649 , 000,000 


43,157,000, 000 


45,694, 000,000 
46, 392,000,000 
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the years from 1918 to 1923 inclusive. These estimates are 
presented in Table XVI. 


TaBLe XVI. Torat Natronat Income or U. S. 
1918-1923 


Estimated by the Federal Trade Commission 


Year Amount 
5 0) fe ee eee ee a $60 , 223,000,000 
EQIO ois sianere's erase cscwe jovera sterena wiser gs eee 67,391 ,000,000 
EQ 20 5 saree sere ein wre Oiaete ocd erdteyers tele, 74, 264,000 ,C0O 
TQOT raiciisteseneseracs sed ahaa asie gore aed 52,607 ,000,000 
B22 6 ios. G arshsinseieie-etons 0184. o sisie esis 61, 738,000,000 
EQ 25 i bcisia:sie-esasheisverecersiase la eiesiaie dyes 69 , 833,000,000 


Other estimates of the total national income have been 
made by W. R. Ingalls in “Wealth and Income of the American 
People,’”’ published in 1922, and by the Brookmire Economic 
Service, Inc., covering the years from 1919 to 1926 inclusive.‘ 
Table XVII presents the Brookmire estimates. 

TasLreE XVII. Totat National INCOME OF THE 
UNITED STATES, 1919-1926 
Estimated by the Brookmire Economic Service, Inc. 


WQ1Qe24 2 de hend or bd ide rei $69 , 487,000,000 
EQ 20 oi 2 csc esierns see ah Sane Se 76 , 300,000,000 
WQ2T consis Beko stains VA eee oe 56 ,016 000,000 
10226 cis Sdiwiis' eas eos s eacaynents 57, 569,000,000 
TQ23.viisGa SP ees ede ante 69 654,000,000 
TQ 24 seca iaihy stevie aise eyehguetovnast oroear eye 67 , 121,000,000 
TQ 2S ose h yes cee dye Sada ued Dene 72 734,000,000 
1926........ eee eee 75969 ,000,000 
1926 Per Capita Income.......... 49 


Estimate by National Bureau of Economic Research, 
1909-1926.—The National Bureau of Economic Research un- 


Quoted from Service Bulletin, February, 1927. 
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dertook as its very first study an estimate of total national in- 
come. Men of recognized ability as economists and statisticians, 
including Dr. W. I. King (the author of “Wealth and Income 
of the People of the United States,’ published in 1915), Pro- 
fessor Wesley C. Mitchell, Fred R. Macauley and Oswald W. 
Knauth, performed this task. The first report was made in 1921. 
Other estimates have been made for following years down to 
1926. What follows in this chapter is largely based on the re- 
ports of this organization. The estimates of the National 
Bureau of Economic Research have, for the most part, displaced 
all former estimates in current use. These estimates are prob- 
ably as nearly accurate as possible with present available sources 
of information. 


What Is Included in National Income.—All net gains 
made by all of the industries, businesses, professions, trades, 
investors and speculators from earnings, profits and all other 
income or revenue constitute parts of the national income. The 
net income includes the returns for services for both proprietors 
and employees. It includes the surplus gains of business enter- 
prises whether distributed in the form of profits or not. 

In order to arrive at the net gains constituting the national 
income the total expenses for materials, services, taxes and capi- 
tal are subtracted from the total revenue for each industry in 
the country. The result may be considered as business savings 
and a part of national income whether distributed to its owners 
or remaining in the business. 

The national income includes an estimate of the value of 
rent, of homes, and residences owned by the people enjoying 
them. It also includes an estimate of the value of consumption 
commodities produced at home such as vegetables, meats, 
poultry products, dairy products and fire wood produced and 
consumed on farms and of clothing made at home. 

In conclusion, the national income includes considerably 
more than the total net income in dollars. It has been estimated 
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that the value of rent, of products and services such as are 
enumerated above and which are really contributions to both 
individual and national income make up from 7% to 10% of 
the total national income. 

The method of the National Bureau of Economic Research 
in estimating the national income was to set up separate esti- 
mates of total wealth produced by sources of production and of 
incomes received. The estimates obtained by using these two 
methods naturally varied somewhat, but the amount of varia- 
tion was not in excess of 6% to 7%, which is an evidence of 
the probable accuracy of the totals compiled. 

The essential information presented in the reports of the 
National Bureau of Economic Research for the years 1909 to 
1926 is given in Table XVIII. 


TaBLeE XVIII. TReNpds IN NATIONAL INCOME IN THE UNITED STATES 
1909-1926 
Compiled from reports of the National Bureau of Economic Research, Inc. 


Estimates of income cover personal incomes only and do not include corporate 
and business savings. 


(millions) | (billions) Capita | Worker® 


. * Income per person gainfully employed. 
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A study of this table will show that in the period studied, 
while population gained 30%, the total income increased from 
$27 billions to $89 billions or nearly 230%. Putting it in 
another way, while population gained 30%, the total income 
in dollars increased more than 200%. This increase in income 
is, of course, reflected in the income per capita and income per 
worker gainfully employed. 

The estimate of the National Bureau of Economic Research 
just quoted is more liberal in amount than that of other or- 
ganizations or individuals who have continued to make esti- 
mates down to 1926. The National Industrial Conference 
Board estimated $78,649,000,000, and the Brookmire Eco- 
nomic Service $75,969,000,000, against the Bureau’s $89,000,- 
000,000 for 1926. For 1924, against the Bureau’s estimate of 
$79,300,000,000, the National Industrial Conference Board 
estimated $70,768,000,000, the Brookmire Economic Service, 
$67,121,000,000, and Benjamin M. Anderson, Jr., $53,600,- 
000,000. 

Morris A. Copeland in his contribution on “The National 
Income and Its Distribution” in the Report of the Committee 
on Recent Economic Changes presented in 1929, estimated the 
national income of the United States for recent years as 
follows: 


Total Money 


Year Realized | Income 
Income | (billions) 
(billions) 
19250 ecsaeryes where es $81.9 $74.3 
1926 {2 fo aatiuthanee s 85.7 77.9 
19279 6cchie mn eaics kat 87.5 79-7 
1928 ocd oes are des 89.0 81.0 


- Realized income, according to Copeland, “includes (1) all 
payrolls (including value of board and lodging furnished) ; 
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(2) pensions, benefits, and compensation for accidents received 
by employees and by ex-employees; (3) net rent (including 
both cash and payments in kind, less maintenance and depre- 
ciation, royalties, interest, and dividends received by individ- 
uals; (4) profits withdrawn from business by individual 
enterprisers; (5) the net rental value of homes owned and 
imputed interest on investments in other durable consumption 
goods; (6) the value of certain commodities produced by 
families for their own consumption. It does not include paper 
profits, profits from the sale of capital assets, or the value of 
housewives’ services.” § 

This basis of estimate is not as broad as the bases used by 
the earlier estimates of the National Bureau of Economic Re- 
search. For the purposes of study of the extent of consumption 
it is, of course, as helpful as the earlier estimates. The earlier 
estimates are more frequently used and alluded to in this work 
because the latter report did not become available until after 
the major part of the work on this book had been completed. 


Changes in Values of Incomes, 1909-1926—During the 
period of the World War money values changed greatly so that 
a direct comparison of money income for years since the war 
with pre-war years cannot mean very much. Consequently, 
there is also presented in the table a revaluation of the income 
figures to the basis of 1913 dollar values, so that real purchas- 
ing power may be compared throughout the period. When the 
dollars for the various years are reduced to the same basis of 
purchasing power it will be seen that the total income which 
‘increased more than 200% in dollars, also really increased 
somewhat over 80% in purchasing power. This actual income, 
that is, in purchasing power, showed a very handsome increase 
even in advance of the increase in population. The per capita 


SM. A. Copeland in “Recent Economic Changes,” p. 757. 
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A study of this table will show that in the period studied, 
while population gained 30%, the total income increased from 
$27 billions to $89 billions or nearly 230%. Putting it in 
another way, while population gained 30%, the total income 
in dollars increased more than 200%. This increase in income 
is, of course, reflected in the income per capita and income per 
worker gainfully employed. 

The estimate of the National Bureau of Economic Research 
just quoted is more liberal in amount than that of other or- 
ganizations or individuals who have continued to make esti- 
mates down to 1926. The National Industrial Conference 
Board estimated $78,649,000,000, and the Brookmire Eco- 
nomic Service $75,969,000,000, against the Bureau’s $89,000,- 
000,000 for 1926. For 1924, against the Bureau’s estimate of 
$79,300,000,000, the National Industrial Conference Board 
estimated $70,768,000,000, the Brookmire Economic Service, 
$67,121,000,000, and Benjamin M. Anderson, Jr., $53,600,- 
000,000. 

Morris A. Copeland in his contribution on “The National 
Income and Its Distribution” in the Report of the Committee 
on Recent Economic Changes presented in 1929, estimated the 
national income of the United States for recent years as 
follows : 


Total Money 

Year Realized | Income 

Income | (billions) 

(billions) 

1925 ° nha kates: $81.9 $74.3 
1926: Ai gs concacaeoncis 85.7 77.9 
1027 sof 2ec de sete oes 87.5 19.7 
1928) eee cee teen 89.0 81.0 


Realized income, according to Copeland, “includes (1) all 
payrolls (including value of board and lodging furnished); 
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(2) pensions, benefits, and compensation for accidents received 
by employees and by ex-employees; (3) net rent (including 
both cash and payments in kind, less maintenance and depre- 
ciation, royalties, interest, and dividends received by individ- 
uals; (4) profits withdrawn from business by individual 
enterprisers; (5) the net rental value of homes owned and 
imputed interest on investments in other durable consumption 
goods; (6) the value of certain commodities produced by 
families for their own consumption. It does not include paper — 
profits, profits from the sale of capital assets, or the value of 
housewives’ services.” 5 

This basis of estimate is not as broad as the bases used by 
the earlier estimates of the National Bureau of Economic Re- 
search. For the purposes of study of the extent of consumption 
it is, of course, as helpful as the earlier estimates. The earlier 
estimates are more frequently used and alluded to in this work 
because the latter report did not become available until after 
the major part of the work on this book had been completed. 


Changes in Values of Incomes, 1909-1926—During the 
period of the World War money values changed greatly so that 
a direct comparison of money income for years since the war 
with pre-war years cannot mean very much. Consequently, 
there is also presented in the table a revaluation of the income 
figures to the basis of 1913 dollar values, so that real purchas- 
ing power may be compared throughout the period. When the 
dollars for the various years are reduced to the same basis of 
purchasing power it will be seen that the total income which 
‘increased more than 200% in dollars, also really increased 
somewhat over 80% in purchasing power. This actual income, 
that is, in purchasing power, showed a very handsome increase 
even in advance of the increase in population. The per capita 


5M. A. Copeland in “Recent Economic Changes,” p. 757. 
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income in purchasing power grew from $312 to $455 in the 
period studied. 

A study of the per capita income figures both in current 
dollars and on the 1913 dollar basis, shows that there was a 
gradual but slight increase in income from 1909 down through 
1914. Beginning in 1916 the per capita income rose to a 
higher level than it had ever been before, and continued down 
to 1921, the year of the business depression in which some 
_ ground was lost ; but by 1923 complete recovery had been made. 
Since 1923 the trend of per capita income both in current 
dollars and in purchasing power has been slowly but steadily 
moving upward. 

The rate of growth of income from 1909 down to 1914 
was about 10%. During the war years from 1914 to 1919 
there was an increase in money income of 100% but a lower in- 
crease in purchasing power. From 1919 down to 1926, there 
was an increase in income of about 35%. 


Income in the United States Compared with Other Coun- 
tries—A comparison of the national income of the United 
States with foreign countries may be of interest at this point. 
(See Table XIX.) It will be noted that the national income 
in the United States is approximately five times as great as 
that of England, nine times as great as Germany, thirteen times 
as great as France, and twenty-two times as great as Italy. 

The average per capita income in the United States is twice 
as great as the per capita income in England, four times as 
great as in France, four and one-half times as great as in Ger- 
many, and six and one-half times as great as in Italy. 

Since 1913, the national income in the United States has 
shown a gain of 66% in current gold dollars. During the 
same period of time, England’s national income has shown a 
gain of 4% in gold currency and the French national income 
has shown a gain of only about 1% in gold currency. In the 
meantime, the national income of Italy has declined 23% and 
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TaBLE XIX. CoMmPaRISON OF THE INCOME OF THE UNITED STATES WITH 
IncoMES oF Four EuROPEAN COUNTRIES 


Figures based on estimates of the National Bureau of Economic Research 
and the Bankers Trust Co. All figures are in millions of dollars. 


1926 


fay. 0 ee ee % Change 
Current Dollars of | 79371927 
Dollars 1913 Value 


TotaL INCOME 


United States 
Great Britain 


Germany.............. 
France................ 
Waly ica sjes in daeskceen 
Per Capita Income 
United States.......... 351 442 + 26 


Great Britain.......... 


eee eee w eee e cree ee 


The National income for Great Britain for 1927 was estimated by Professor 
A. W. Flux, President of the Royal Statistical Society, as £3,650 millions— 
about $17,739,000,000. The estimate given in the table for 1926 was from Sir 
Josiah Stamp and Professor Arthur L. Bowley. Flux feels that their estimate 
1s too high. Flux’s estimate includes about £2,635 millions as the value of 
material goods manufactured and imported during the year; about £945 
millions for transport and distribution charges; £650 millions for the paid 
services of persons and buildings; and a net export of capital of £50 millions, 
less some £300 millions for domestic capital replacement. The net savings now 
amount to about £300 millions per year. 


the national income of Germany has declined 30% since 1913. 
These trends are the effect of the World War.® 


The Chief Sources of National Income.—As already noted, 
one of the methods used by the National Bureau of Economic 
Research in estimating the total national income was computing 


®See article by Evans Clark in New York Times, Sunday, November 37, 1927. 
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the earnings over all costs of production in all of the indus- 
tries, that is, by sources of production. A similar estimate made 
by the Federal Trade Commission as ae part of its study of 
“Wealth and Income” for the year 1923 was also based on a 
study of the value output of the various sources of production. 
Both studies have been used in the following analysis. 

In the early history of the country, undoubtedly agricul- 
ture outranked manufacturing in the production of value and 
income; but by 1909 at the opening of the period of study 
undertaken by the National Bureau of Economic Research the 
income from manufacturing was running from 50% to 75% 
ahead of agriculture. With the opening of the World War 
in Europe in 1914 agricultural income gained considerably on 
manufacturing income. By 1918 manufacturing income hardly 
exceeded agricultural income by more than a third.” 

By 1923, according to the estimate of the Federal Trade 
Commission, the total value of products of manufacturing 
amounted to 34%, while agriculture had dropped to 134%. 
(See Table XX for a list of the principal sources of production 
and the amounts of income derived from each.) 

In interpreting Table XX it should be kept in mind that 
the values presented do not cover value of total output but 
merely value added by production. For example, under manu- 
facturing, $23.8 billions represents the value added by manu- 
facture and does not represent the value of the entire product. 

Similarly, $8.6 billions, representing the income to mer- 
cantile institutions, that is wholesaling and retailing concerns, 
includes merely the value of products added by these institu- 
tions and does not cover the total sales of merchandise, which 
in turn had been purchased from manufacturers or other insti- 
tutions. 

Inasmuch as income determines the limits of consumption, 
obviously the people engaged in manufacturing, including em- 
ployers and employees, constitute the largest and most important 


TIncome in the United States, Table 3, p. 23. 
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TaBLE XX. Curer Sources or NaTIONAL INCOME 


Figures for 1919 compiled from Reports of National Bureau of Economic 

Research, for 1923 from Report of Federal Trade Commission on National 

Wealth and Income, for 1926 from ‘“‘Recent Economic Changes,” p. 775. All 
figures in billions of dollars. 


bad 
i] 


2 Ee SI ON CO OGs 
CAVA LO AA 00 


market in this country. This group of people control the 
expenditures of one-third of the national income, whereas the 
people engaged in farming, the second most important class, 
control only about one-seventh of the national income and the 
mercantile group, made up of wholesalers and retailers together 
with their employees, controls one-eighth of the total national 
income. The industrial populations offer markets more than 
twice as important in value for food, clothing and the other 
necessaries of life than the farming population and as indus- 
trialization of the country continues to grow, it.may be assumed 
that the relative importance of the consumer markets in indus- 
trial centers will continue to grow. Ina study of the earnings 
per worker by industries considerable variations will be found. 
For example, in the period from 1920 to 1928, apparently the 
poorest paid group of people in the country were the farming 
classes. Among manufacturing classes of workers the cotton 
mill operatives and other textile employees seem to have failed 
to share in the general tendency for incomes to rise. Among the 
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other sources of production, the bituminous coal miners in par- 
ticular, averaged a very low rate of income per worker. 

In any study of national consumption due regard must, 
therefore, be given to the individual industries, their prosperity, 
the number of persons employed and the relative per capita 
incomes received. 


Distribution of Personal Income.—So far, we have been 
concerned solely with the amount of the national income as 
a whole. Individual well-being, including individual consump- 
tion, depends entirely upon the distribution of the national in- 
come among its individuals, for while there may be a high 
natianal income, its distribution may be so uneven that its 
benefits may be enjoyed by a few, and the masses may not be 
well off at all. 

Some information on the distribution of personal incomes 
may be obtained by a study of wage rates and annual wages 
or income received in the principal industries. An excellent 
study presenting figures of this sort has been prepared by Pro- 
fessor Paul H. Douglas of the University of Chicago.® 

Much of Table XXI is drawn from his work. . 

From this table it will be seen that the average annual 
money income for the employees of the giant industries of the 
country in 1924 amounted to less than $1,500 per year or less 
than $30 per week, and that in certain industries such as tex- 
tiles, clothing, lumber and lumber products, leather and leather 
goods and tobacco products the annual earnings fall below 
$1,200 or $25 per week. 

It should be kept in mind that these figures are averages and 
that the range between the highest and lowest earnings in any 
industry is considerable, and that workers include not only 
employees of all classes from unskilled workers to executives, 
but also men, women and children. At best, however, the 
figures as they stand show that there must be a very large num- 


a book to be published in 1929 on “Real Wages in the United States, 1890- 
ignae hy thie Pollak Foundation. 
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TABLE XXI. AVERAGE ANNUAL EARNINGS OF EMPLOYEES IN 
CAN INDUSTRIES AND PROFESSIONS 


al Relative Annual 
Real Earnings 
1914 = 100 


Average Annu: 
Money i 


i 


Clothing «sxc c2ceeeecds oxen eae es 
Lumber and products.............. 
Leather and products.............. 


All manufacturing................. 
Transportation (1924).. 
Clerical workers (1924). 
Ministers..............6 
"DOACHETB 3.5.5) sed easd.nei Sees eeieind arse alee eve 
Government employees (1920).........- 
Postal employees (1923).......-..eeeee 


ber of workers who receive but a very small wage per year 
for their labor. Consumption must of necessity be very 
limited for these. Certainly there is very little surplus left to 
procure anything beyond the bare necessities of life. 

The column showing relative real earnings in index num- 
bers based on 1914 figures, shows how the groups of employees 
in various industries prospered during the period from 1914 
down to 1924. The workers in manufacturing made a gain 
in real wages of 28%, but which ranged from only 11% for 
tobacco workers up to 35% for employees in the food indus- 
tries. 

All classes of employees listed by Professor Douglas made 
a gain in real wages of 22%. Of the various groups, teachers 
fared the best with a 44% gain, while government employees, 
postal employees and clerical workers were all less well off 
at the end of the period than they were at the beginning. 
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Other classes who have not profited from the general in- 
dustrial advances of the country are farmers who are generally 
receiving smaller real incomes than in 1914, and bituminous 
coal miners. 


TABLE XXII. AVERAGE ANNUAL INCOMES OF PROFESSIONAL WORKERS 


Reported by New York State Tax Commission for 1920. Quoted by Dorrance, 
Sullivan & Co., New York in ‘‘ Trends and Indications,’’ May 10, 1928. 


Att RETuRNS 


INcoMES OF $5,000 AND OVER 


Average 7 % of 

Total Number Averane Total 

Income iY Returns 

$7.606 9.12% 

113 9,628 5.21 

487 8,002 11.77 

685 9.572 16.59 

264 8,462 9.07 

1,383 9.123 10.32 

571 . 632 16.51 

451 9.524 7:37 

1,790 8, 267 2.60 

594 11,755 12.71 

429 8,181 8.30 

142 8,354 3.00 

aainre ale heuatenalebare Gta. eiesneee 3 ‘ 3.634 9,858 26.13 

pO <r rare gia eee ere ene 8.58 8,62: 3,818 15,606 44.48 

Engineers and architects .......... 688 15,498 45.35 
ooo for which degrees are 

Wil bapneeh. saucepan a dspetoreieaets 456 8,570 15.01 

Allo other professional services...... 990 12,088 19.5% 


Incomes of Professions in New York State.—Profes- 
sional incomes in New York State are probably higher than 
in any other state in the union. For example, the average 
earnings for teachers and ministers the country over as shown 
in Table XXI was $1,295 and $1,678 respectively, while in 
New York State in 1920 the amounts reported are $2,567 and 
$2,887. It is likely that all other figures in the list are 
similarly higher than the averages for the country. However, 
the facts presented in Table XXII may be helpful as a supple- 
ment to the information already presented in Table XXI. 

It will be seen in the New York State figures, however, 
that over 50% of the incomes reported amounted to less than 
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$3,000 and in all the professional pursuits excepting account- 
ing, art, literature and engineering, more than a quarter of 
the persons reporting had incomes of less than $2,000. 


An Estimate of the Distribution of National Income 
among the People——The National Bureau of Economic Re- 
search attempted an estimate of the extent of distribution of 
the national income by individuals for the year 1918, the value 
of which to present students lies in the percentages of persons 
found in the various income groups rather than in the actual 
figures. The Statistics of Income from the United States In- 
ternal Revenue Department Bureau which throws some light 
upon the extent of distribution, particularly among those in- 
dividuals whose incomes fall in the higher income group, were 
extensively used by the National Bureau of Economic Re- 
search. 

For the year 1918 the National Bureau of Economic Re- 
search estimated that the most prosperous 1% of the income 
receivers of the country got nearly 14% of the total income; 
that the most prosperous 5% of the income receivers got nearly 
26% of the total; that the most prosperous 10% of the income 
receivers got nearly 35% of the total; and that the most pros- 
perous 20% of the income receivers got about 47% of the 
total income. (See Table XXIII.) 

Starting at the top of the income scale one must pass 
through the groups receiving upwards of millions of dollars 
a year to people who receive $8,000 per annum in order to 
include 1% of the total number of income receivers. Con- 
tinuing, one must descend to incomes of from $3,200 to $3,300 
per year in order to include 5% of the income receivers. To 
include 10% of the income receivers one must take in part of 
the $2,300 to $2,400 class, and to include 20% of the income 
receivers one must include part of the $1,700 to $1,800 class. 

According to the National Bureau of Economic Research, 
in 1918, 86% of the persons gainfully employed got incomes 
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TABLE XXIII. DuistrmBurIon oF PERSONAL INCOMES IN 1918 
From “Income in the United States,” p. 136 


Cumulative 


Income Class Distribution | Total 

Skok alent MAG Sid dudyetoare aut 200,000 | as% 200,000 | 0.5% 

G00. siec ad wee 1,827,554 | 4.8 2,027,554 | 5.3 

500—- 1,000.........06, 12,530,670 133.3 14,558,224 | 38.7 

1 ,000— Vj GOO es dics cas eceare 12,498,120 |33.2 27,056,344 | 72.0 
I, 500—- 2,000..........05 5,222,067 |13.8 32,278,411 | 85.9 
2,000— 3,000... . cee 3,005,024 | 8.1 35,343,435 | 94.0 
3,000— $1000... eee ceeeee 1,383,167 | 3.6 36,726,602 | 97.7 
§,000— 10,000............ 587,824 | 3.5 371314,426 | 99.3 
10,000—- 25, 000.........085 192,062 5 37,506,488 | 99.8 
25,000—  50,000............ 41,119 | «x 37,547,607 | 99.9 
50,000— + 100,000..........4. 14,011 , 37,561,618 | 99.9 
100,000— 200,000............ 45945 37,566,563 | 99.9 
200,000— §00,000........0086 1,976 37,568,539 | 99-9 
§O0, COO—1 000,000... .. 2. eevee 369 371,568,908 | 99.9 
1,000,000 and OVEF.......ceseeeee D5 2 Vs soicts sees 371 569,060 |100.0 


37,569,060 


I 


of less than $2,000 per annum and 94% of the total gainfully 


employed got less than $3,000 per year. A geographical dis- 
tribution of personal incomes was also worked out by the Na- 
tional Bureau of Economic Research. 

The National Bureau of Economic Research continued its 
studies of the distribution of income as of 1919 by making 
estimates of the total income in each state in the union. This 
information is presented in Levin’s “Income in the Various 
States for 1919.” This is summarized in Table XXIV. 

The statistics of income tax payments, as already pointed 
out, should be much more helpful in arriving at an estimate of 
the total national income than they have actually been found 
to be. A summary of these statistics from 1916 through 1927 
are presented in Table XXV. The figures for 1927 are pre- 
liminary estimates made by the Bureau of Internal Revenue; 
and other figures showing number of returns filed and total 
net income reports are taken from the official report of the 
statistics of income, 
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TaBLeE XXIV. Disrrreution oF INcoME By STATES FOR 1919 
Compiled from Levin's ‘Income in the Various States.” 


Per Per 
Capita Capita 
Income Income 


or 
SSR SBIkS SRS 


bs 


In addition to the information on number of returns of 
total income, Table XXVI also presents for comparative pur- 
poses estimates of the number of persons gainfully employed 
and the total current income as estimated by the National 
Bureau of Economic Research and of the total number of pas- 
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senger automobile registrations. It is believed that a compara- 


tive study of these various statistics may be illuminating. (See 
Tables XXVI and XXVII.) 


Taste XXV. Nuweper or Income Tax Payers ComparReD TO NUMBER 
GAINFULLY EMPLOYED IN THE UNITED STATES, 1916-1927 


Number of Ine n- | Total Current Neaibe = 
Returns Filed Re Income Automobile 
(thousands) ) (billions) Registrations 
$39.2 3.207.906 
as 4.657.340 
56.0 §,621,617 
67.2 6,771,074 
a esr fiat 
2.7 9.346.190 
65.5 10.84 198 
aa Ta479:008 
9. 15,400,04 
ae 1h a9 Ose 
8p. 19,237,171 
4.%22,242 4 20,230,429 


® Returns reporting net income of $3,000 and over. 
» Returns reporting net income of $1,000 and over. 
* Reduced ember due to change in exemptions. 

4 Not available. 


Taste XXVI. Numser or Feperat INcoME Tax RETURNS AND 
Amounts oF NET INCOMES FOR 1924 


Income Classes 


235,451,546 
31564,474,084 


344,876 
2,413,881 


re 


$ r1,000to$ 2,000..... 


2,000 to 3,000..... 2,112,993 §+277,147,440 
3,000 to 5,000..... 1,800,900 6,827,924,126 
5,000 to I0,000..... 437,330 2,991, 187,905 
10,000 tO 25, 000..... 191,216 2,855,396, 811 
25,000 to 50,000..... 1,599,848, 363 
§0,000 to 100,000..... 1,066, 783,643 
100,000 to =150,000..... 377,644,950 
150,000 to 300,000..... 374,609,374 
300,000 tO 500,000..... 171,248,552 
§00,000 tO 1,000,000..... 158,462,179 
1,000,000 and over......... 1551:974,475 
Total.......... Jee 100.00%)$25,656,153,454 |100.00% 
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TABLE XXVII. DusrrrsuTion oF PERSONAL INCOME Tax RETURNS, 
BY STATES AND BY INCOME GROUPS, FOR 1924 


5 % Total Returns | Returns | Returns 

Piibee Filing Number Under $5,000 $10,000 
uly 1, 102 Returns | Returns $5,000 | to $10,000] and Over 

ume (1924) (1924) (1924) (1924) (1924) 
2,526,001 1.95% | 47.50% 1, 605 
444.7! $.40 a1, 301 284 
1,903,048 1.93 35.484 870 
4,316,459 13.06 g11,218 18, 269 
1,058,722 7-30 73.350 1,552 
1,606, 491 g 54 143.406 §.320 
ntedatt 240,274 12 18,802 616 
527,880 | 15.98 77,836 2.314 
1,317,160 6.02 64.051 2.317 
3,138,962 2.07 62.651 2,041 
307,100 4.93 12,387 514 
$22,175 4.46 21,436 149 
7,202,983 9.49 652.501 25.632 
3.124.499 5.16 156,845 3,882 
3 2.422.915 4-44 110, 404 2,054 
nsas.. 1,820,896 4.06 84,080 1,225 
Kentucky. a 2,524,210 2.91 72,110 2,378 
Louisiana arc a a 1,918, 591 3.63 67,658 2,024 
Lsydiecdeeseuapn 790,053 $.42 42.254 1.344 
San tan x, 580, 268 8.30 126,226 4.868 
4.197, 288 9.27 378,049 15,767 
deg eierets 4.395.651 7.96 323.733 8,710 
2,651. 306 5.07 128, 237 2,818 
1,790,618 1.52 27,213 689 
3,498,143 5.41 186,784 6,635 
4.905 6.10 44,011 349 
1, 384.703 4-9 66,512 1,202 
a 77.407 13.7 10,664 68 
New a edie 453. 7-93 31.532 822 
New 3,680, 482 .70 299,904 13,382 
New 388,146 3.09 11,595 129 
New York II, 303,296 1.71 1,215,640 62,513 
North Carolina... 2,857,846 2.35 63, 864 1,708 
North Dakota... ee 641,192 2.82 19, 160 170 
Ohio............ Saas 6,650,146 6.72 418,048 14.059 
Oklahoma..... 2.342.474 2.88 63.357 1.943 
Oregon........ 77,477 7.10 66. 1,436 
Pennsylvania. . 9,613,570 7.75 713,427 26,074 
Rhode Island. . 692.794 7.71 48.792 2,163 
South Carolina, 1,826,021 1.59 28,090 606 
South Dakota. . 89.346 4.01 26, 506 200 
Tennessee. .... 2,467.679 2.78 66.981 2,304 
Texas..... shades 5,312,661 3.84 192,735 4.903 
Utah.......... 513.711 5.92 28,685 534 
Vermont...... af 352,428 5.85 20,618 $32 
Virginia..... 00... e ee 2,518, 589 2.9 71.597 2,056 
Washington and Alaska. . 1,598,228 9.11 138,181 1,706 
West Virginia........... 1,669,324 gn 75.037 1,668 
Wisconsin 2,884,734 6.4 179.275 3,642 
Wyoming 235.689 10. % 22.047 264 
Total. ........... 117,502,917 6.55°% |7.360.788 |6.672,65¢ | 437.330 | 259.808 


The report on Statistics of Income from the Bureau of 
Internal Revenue for 1924 presented a very complete analysis 
of income tax returns by income classes for each state in the 
Union, and subdivided into major income groups, including 
the number reporting incomes under $5,000, the number from 
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$5,000 to $10,000, and the number ‘from $10,000 and up for 
each county in every state. More recent reports do not show 
such classifications of income by counties, nor do they show 
as high proportions of income receivers under $5,000 a year. 

Since the 1924 Statistics of Income present probably the 
most complete information so far available from the Bureau of 
Internal Revenue on Incomes of the people of the United States, 
a summary of the facts available from these statistics is offered 
in Tables XXVI and XXVII. It is assumed that the Statistics 
of Income prepared by the Bureau of Internal Revenue are 
fairly accurate for the higher income ranges. Omissions must 
be largely from persons with incomes below the amounts re- 
quired by law for returns. Therefore, the Statistics of Income 
of the higher income classes may perhaps be taken as fairly 
accurate and indicative of the distribution of such incomes in 
this country. For the year 1924, out of a total of over 7,000,- 
OOO persons reporting, less than 700,000 returns, amounting 
to less than 10% of the total number reporting, have incomes 
of $5,000 a year or over. This number amounts to less than 
2% of the total number of persons gainfully employed in the 
country. Comparing this number of returns having incomes 
of $5,000 a year and over with the total number of families in 
the country, it will be found that this number of income re- 
ceivers is slightly less than 3% of the total number of families. 

If one extends the study of income classifications down to 
$3,000 per year, the total number reporting incomes of $3,000 
per year and over for 1924 amounted to about 6% of the total 
number of persons gainfully employed and slightly more than 
10% of the total number of families in the country. It would 
seem that at least 94% of persons gainfully employed in this 
country in 1924 were receiving incomes of less than $3,000 a 
year. In any broad study of consumption, therefore, it is 
necessary to keep in mind that the great masses of workers 
and families have annual incomes amounting to less than 
$3,000 a year. 
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A comparison of the reports of income tax returns since 
1914 with reference to the higher income classes will be of 
interest to show the trends in numbers of persons receiving and 
reporting such incomes. (See Table XXVIII.) For example, 
in 1914 there were 60 individual returns reporting incomes 
of a million dollars or over. This number increased to 206 
in 1916, and then declined to 21 in 1921. Since 1921 there 
has been a rapid increase so that in 1927 there were 283 in- 
dividual returns reporting incomes of a million dollars or 
over. It is also noteworthy that during the period from 1921 
to 1927 there have been regular, substantial increases in the 
number of persons receiving incomes of all classes down to 
$5,000 a year for practically every year. The most significant 
declines in the number of taxpayers in this period occurred 
in the income classes under $5,000 beginning in 1924. This, 
however, may be largely accounted for by the changes in income 
tax laws that took place beginning in 1924. In that year 
exemptions were raised from $2,000 to $2,500 for married 
persons making returns. This provision allowed a great many 
previous taxpayers to drop out. For changes occurring in the 
income tax laws indicating the number of individuals required 
to file returns, see Table X XIX. 


Many People in America not Prosperous—While the 
United States has reached the highest point of material pros- 
perity in point of national income ever achieved, there is still 
a great deal of room for improvement. While the masses of 
the people of the country are, with some exceptions that have 
been noted, better off than ever before and better off than 
similar classes in other countries, there are, nevertheless, large 
proportions of the public whose incomes are so small as to 
make consumption even at a decent, healthful standard out of 
the question. Prosperity is by no means general. 

In this chapter the estimates of the National Bureau of 
Economic Research are offered with the belief that they may 
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TABLE XXIX. INDIVIDUALS REQUIRED TO FILE FEDERAL INCOME Tax 
RETURNS, 1914-1927 


Income Year 


Status of Individual 


Single, ret aad nok diving wie Meaband ct 


Net i — for taxable year—of or exceeding... 

Or ‘oe income for taxable year—of or exceed- 

Married ee living with husband or wife, husband 

and wife each to file a return unless income of 
each is included in joint return: 

Aggregate net income: for taxable year—of or 


OXCOCDING sn essiicersiaielecsfacemied ewer udary sing bowed ae 
Or aggregate gross income for taxable year—of 
OF Cxceedinigl eo sce s savin sseadatencned Hated ws.8e 
® Acts of Oct. 3, 1913. and Sept. 8, 1916. 4 Revenue act of 1924. 
» Revenue acts of 1917 and 1918. ¢ Revenue act of 1926. 
¢ Revenue act of 1921. ! Regardless of the amount of net income. 


best serve the purposes of the study of consumption. The 
average annual income per person employed according to the 
Bureau passed $2,000 in 1926. Other estimates are generally 
considerably lower. Assuming the accuracy of the Bureau’s 
estimate, it is clear that this is only an average and that incomes 
above this amount are counterbalanced by incomes falling 
below this amount. 

Following the methods of classification and estimate of the 
National Bureau of Economic Research, Irving Fisher has 
pointed out that the “poorest” group of the population, making 
up 65% of the total people, average not more than $2,300 in- 
come per year per family, which, if evenly distributed among 
all such families, would provide but little more than the 
minimum requirements and allow a very narrow margin for 
emergencies such as illness, unemployment, old age or savings. 
An uneven distribution, such as actually prevails, may help 
those families who get more than the average, but the economic 
condition of those who get less is not so pleasant. 

Secretary of Labor, James J. Davis, in an address at Wash- 
ington, on June 22, 1927, estimated that there are several 
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millions of unskilled laborers in the United States whose wages 
are so low as to constitute a moral and economic misfortune. 

“If these underpaid workers were few in number, and 
existed only in scattered instances, the inequality would be less 
great. But if we count them up, if we think of those in all 
our industries who may lack mechanical skill but who never- 
theless shoulder the heavy weights and do the roughest work, 
we find a great part of American industry shot through with 
these unfortunates. It is not an exaggeration to say that we 
have some millions of these hard-worked but underpaid Amer- 
icans. Taken together with their families and their dependents, 
I would venture to say we have among us from ten to fifteen 
millions of people who do not share as they should in the 
prosperity enjoyed by the rest of us. Morally, economically, 
and on the grounds of simple humanity, this inequality should 
not be allowed to exist in this richest nation of history.” ® 

Such are the conditions which need consideration in formu- 
lation of concepts of the kind, extent and trends of consump- 
tion. A frank acceptance of these facts may not always be 
conducive to an optimistic view of the boundless markets for 
all classes of goods. It is possible that much of the difficulty 
of American business with overproduction, has been ignorance 
or refusal to see the limits set upon consumption by the in- 
comes actually received by the people. 


© U.S. Monthly Labor Review, August, 1927, p. 1. 
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CHAPTER IX 


CONSUMPTION AS AFFECTED BY THE SIZE AND 
COMPOSITION OF THE FAMILY 


Consumption and the standard of living, as we found in the 
preceding chapter, are definitely and materially affected by dif- 
ferences in individual taste and desires, differences in education 
and skill in home-making, differences in occupation and income. 
We shall now consider the effect of size and composition of the 
family on consumption and the standard of living. 

Granted a certain income, it will be found that the propor- 
tions of expenditures will vary according to the size of the 
family. A family consisting of a man and wife without 
children may, as a result, enjoy a totally different standard of 
living and type of consumption from that of a family con- 
sisting not only of man and wife but of three or four de- 
pendent children as well. 

It will, furthermore, be found that even under similar con- 
ditions, so far as amounts of income are concerned, consump- 
tion will vary according to the ages of the members of the 
family. It has also been found that there are differences in 
the costs of living for the two sexes, so that under the same 
income the consumption of various families will depend upon 
the number, the age and sex of the persons making up that 
family. : 

There is very little information available about the com- 

position of families either in this or other countries. There 

is nothing in the United States Census to indicate the distribu- 

tion of families by size. Using a very arbitrary definition of 

a family which includes groups of people living together not 

only in homes but also in boarding houses, hotels and institu- 
185 
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tions, the average size of families according to the Census of 
1920 was 4.3 persons. By comparison of this average with 
previous Censuses it will be found that there has been a steady 
decline in the size of family during the entire Census period of 
American history, that is, since 1790. It is presumed, prob- 
ably correctly, that this represents a trend towards smaller 
families and a declining birth rate. There is nothing in the 
Census to indicate the number of families consisting of two 
persons, the number of families in which there is one child, 
the number having two children, three children and so on. 

Our knowledge of the decline in size of families in the 
United States during the past hundred ‘years is not entirely 
dependent upon the general census average presented by the 
United States decennial Census. In most states it is required 
that both births and deaths must be registered. In this way 
the trend of the birth rate can be checked accurately. Statis- 
tics of registration point to a decline in birth rate which must 
mean a decline in the size of family as indicated by the United 
States Census. 

There have also been individual studies made of limited 
groups, all of which substantiate in a marked degree the com- 
monly accepted belief that the average size of family has de- 
clined in this country. 

The information presented in the United States Census as 
to number of persons within various age groups may be used 
to arrive at an average of the number of children there are 
per family. In 1920 there were 33,600,000 children under 15 
years of age. In the same Census there were 24,351,000 
families, thus the average number of children under 15 per 
family were 1.38. Since a large proportion of children do 
not go to work at the age of 15 but continue in school or are 
otherwise supported by their parents, one may take as the 
total number of children all under 20 years of age, which in 
1920 amounted to 43,000,000. Out of this there were about 
5,000,000 employed, thus leaving 38,000,000 either at home 
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or in attendance at school. Taking this enlarged group, the 
number of children per family was still only about 1.6. 

The Census figures are available for the various political 
divisions including cities and in the cities the average number 
of children per family under 15 is even less than for the 
country. Thus, in New York, Cleveland and Philadelphia 
the average number of children under 15 per family was 1.2, 
in Boston and Syracuse the average of children per family 
was 1, in Dayton, Ohio, the average number of children per 
family was less than one (0.9). 


What Is the Normal Family—Costs of living studies 
going back to the eighteenth century have generally assumed 
a normal family to consist of a husband and wife and three 
dependent children. It may be assumed that with the high birth 
rates in existence 100 years ago many more families composed 
of five members could be found than at present. It may also 
be that the emphasis placed upon a five person family grows 
out of the recognition that population to hold its own requires 
a birth rate of not less than three children per family. 

Whatever the explanation, the typical or normal family of 
two adults and three children continued down until 1919 when, 
for the first time, a public report presented cost of living figures 
for a typical or normal family of four persons consisting of 
husband and wife and two dependent children.’ 

The National Industrial Conference Board, with the pur- 
pose of setting up practical standards of living in relation to 
wages or income of industrial workers, has adopted the policy 
of presenting model budgets for families of varying sizes, that 
is, two adults and one child, two adults and two children, and 
two adults and three children.” 

Another study estimating the cost of living for the pro- 
fessional class, published by the Heller Committee for Re- 


1U. S. Bureau of | Labor Statistics, ‘Tentative Quantity and Cost Estimate for a 
Clerk in Washington,” 1919. 

oo Industrial Diteceiics Board, ‘‘The Cost of Living in 12 Industrial Cities,” 
1928. 


Google 


188 ECONOMIC PRINCIPLES OF CONSUMPTION 


search in Social Economics of the University of California in 
1928 adopts a normal or typical family consisting of two adults 
and two children? 

Although there are no general Census figures indicating the 
composition of families in the United States, there have been 
sample studies made both here and abroad which reveal the 
wide variation that exists in the size of families. The English 
and Australian Censuses of 1911 and 1921 show the number 
of persons dependent upon occupied adult males. These sources 
have been fully reported by Professor Paul H. Douglas in 
“Wages and the Family,” which the present writer has freely 
used. Table XXX presented herewith shows the composition 
of families in seven English cities. It will be seen from the 
information presented in this table that more than half of the 
adult males gainfully employed had no children at all, about 
a third of the married men had no children and more than 
one-half of the married men had one child or none. 

Table XXXI shows the composition of 3,048 Chicago 
working class families in 1918, and Table XXXII shows the 
composition of mine workers’ households in the United States 
in 1923. In both tabulations representing groups of Ameri- 
can families, it is clear that there is a wide variation in the 
sizes of families and that averages as applied to sizes of families 
need to be carefully qualified. 

These tables show conditions that are similar as to size of 
family both here and abroad. A very large proportion of 
families either have no children at all or have only one child. 
Out of the 3,048 Chicago working class families studied in 
1918, 45% had only one child or none at all. 


Size of Families in Relation to Occupations of Fathers. 
—In addition to the general variations in size of family dis- 
cussed in the preceding paragraphs, there are marked varia- 
tions in size of families in relation to the occupations of the 


8 University of California, “‘Quantity and Cost Estimate of the Standard of Living 
of the Professional Class,” 1928. 
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TABLE XXX. Composirion oF FAMILIES OF ADULT MALE Workers 
in SEVEN ENGLISH CITIES, 1911 


From P. H. Douglas, ‘Wages and the Family," p. 29. 


TaBLE XXXI. CoMPosITION OF 3,048 CHICAGO WorKING CLass 
FAMILIES, 1918 


‘ From P. H. Douglas, “ Wages and the Family," p. 36. 


12 or more 


fathers. An index to this difference may be found in the 
differences in birth rates according to the occupations of 
fathers. 

The facts concerning the differences in birth rates by occu- 
pational classes in America have been summarized by Dr. Ray- 
mond Pearl, as shown in Table XXXIII. 

From Table XXXIII (page 190) it will be seen that the 
birth rate among miners’ families is nearly twice that of profes- 
sional families. The birth rates among industrial workers’ 
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Tasre XXXII. Composition or Mint Workers’ HovseHoLps IN 
THE UNITED STATES, 1923 


From P. H. Douglas, ‘Wages and the Family,” p. 37. 


TaBLE XXXIII. Inpex or Brrtw Rates AccorDING TO OccuPATIONS 
OF FATHERS 


From R. Pearl, American Journal of Hygiene, July, 1926. 


: Birth Rate 

Occupations Tndex 
1. Professional service...............--¢------ 1.00 
2. Clerical occupations................2.0-605 1.02 
Bi THAW eccocecos ode ee ted aiid aetna omare ak es 1.23 
4. Domestic and personal service.............. 1.27 
gs. Public service................. 2 eee e eee eee 1.31 
6, Transportation..............2..000 22 eee I-44 
7. Manufacturing and mechanical industries. .. . 1.58 
8. Agriculture, forestry and animal husbandry...| 1.65 
g. Extraction of minerals..................... 1.90 


and farmers’ families range more than 50% higher than among 
the families of men engaged in professional and clerical serv- 
ice, and so on. These differences are so striking as to require 
careful consideration in relation to the standards of living for 
families in these occupational groups. 

The British Census divides the population of male em- 
ployed persons over the age of 15 years into eight occupational 
groups. Within each group are shown the number who are 
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single, the number who are married, and the number of chil- 
dren born to those who are married up to the date of the 
Census. 

Naturally these figures do not present the entire facts re- 
garding the size of families, for it must be kept in mind that 
a large proportion of the more recent marriages will eventually 
result in a greater number of children than enumerated at the 
time of the Census. At any given time the average number 
of children must be somewhat less than the total number of 
children born to all families. 

For purposes of this study the results of the British Census 
may be summarized as follows: The number of children per 
marriage varies almost directly as the grade or skill of work 
in which the father is engaged and, therefore, to a very high 
degree, indirectly as the amount of income received. The 
number of children per marriage among the upper and middle 
classes made up of capitalists, enterprisers, managers, scientists, 
artists, professional workers, shopkeepers, artistic or creative 
artisans, including the lower ranks of professional, scientific 
and artistic groups, and agricultural employers, was 2.48. The 
number of children born per marriage of highly skilled trades 
workmen averaged 3.49. The number of children born to 
fathers engaged in work of intermediate skill, or as termed in 
the United States, “semi-skilled work,” averaged 3.56. The 
number of children born to fathers engaged in unskilled work 
averaged 3.99. The number of children among textile workers, 
seemingly an exception to the rule that the lower the skill of 
occupation, the higher the birth rate, amounted to an average 
of 3.08 children. This exception may be more apparent than 
real for the reason that textile work on the whole demands an 
intermediate grade of skill and textile workers should at least 
be classified as semi-skilled workers. The average number of 
children born to fathers engaged in mining was 4.24 and the 
average number of children born to agricultural laborers was 


4.33: 
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If the conditions found in the British Censuses of 1911 and 
Ig21 are at all representative of the conditions found in the 
United States and other countries as well as in England and 
Wales, then it may be safely assumed that a similar census 
taken here or elsewhere would show that the size of family 
varies with occupation. Since incomes vary as occupations, the 
British Census also points to the fact that the size of family 
varies indirectly as the size of income. It may be safely as- 
sumed that in western nations under present conditions the 
small family system is associated with a high standard of 
living and that large families in general are associated with 
low standards of living. 

The smaller sized family makes less demands upon the 
family income for the necessities of life, for care and education, 
and even for the costs of illness and death. These differences 
in costs of living must make profound differences in the 
distribution of the family income for the various classes of 
goods, and the changes that have occurred in the birth rate and 
size of family in our own time must be powerful influences in 
changing the character of modern consumption. 


Attempts to Determine Standards of Living for Families 
of Different Sizes 


It is clear that any statement of standard of living based 
on an average sized family or even of a “typical” or ‘‘normal” 
family, as these terms have been used in the past, must be very 
general and not at all representative of any but a very few 
actual cases. 

From the first of the budget studies made during the nine- 
teenth century it was recognized that lumping all families to- 
gether irrespective of their sizes would result in an inaccurate 
picture of actual living conditions. Ernst Engel, the Prussian 
statistician and author of “Engel’s Laws of Consumption,”’ 
which, by the way, do not take into consideration families of 
different sizes, made one of the first attempts to measure the 
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standards of living of families of different sizes by the appli- 
cation of a consumption unit for persons of various sizes. 

The importance of expenditures for food in the working 
class budget, which came under Engel’s study, was so great that 
his efforts were confined to the development of a unit of food 
consumption. Engel assumed a single unit of food consumption 
for children under the age of one year (1.00) and made addi- 
tions to this unit for each additional year of age up to adult- 
hood. Thus a child over one year and under two years of age 
was assigned 1.10 units of food consumption; a child between 
two and three years of age was assigned 1.20 units, and so on. 
A full-grown man at the age of 25 was assigned a total of 
3.50 units. Engel named these units ‘“quets” in honor of 
Quetlet, a famous Belgian economist and statistician. Under 
Engel’s system of units corresponding to different ages of in- 
dividuals, it was assumed that the consumption power of the 
individual increased about 0.10 each year up to the age of 25 
for a man, and up to the age of 20 years for a woman. Start- 
ing with 1.00 quet for a child under one year of age, this 
would amount to 3.50 quets for an adult male aged 25, and 3 
quets for an adult female aged 20 years. 

As already indicated, Engel’s system of quets was originally 
intended to represent differences in consumption of food but 
it has since been taken to some extent as a measure of expenses 
for other items as well, that is, as a unit of total consumption 
instead of consumption of food alone. 

From a tabulation of quets corresponding to the various 
ages as indicated above computations might be made of the 
total number of quets required for families of all sizes and 
compositions. After determining the food costs of supporting 
any individual at any given standard, it might also be possible 
to compute the cost per quet and from this the cost for foods 
for families of various sizes. Thus, if the food costs for an 
adult male amount to $350 a year, that is, for 3.5 quets, then 
the cost per quet would be $100. Then for a family consisting 
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of man, wife and a child of 10 and another child of 5 years 
of age, the total annual food costs would work out as follows: 


Husband i 3: s-cisaiaascide teeeete ies 3-5 quets $ 350 
Wale? iis cars Fees eck wae Hae es 3.0 quets 300 
Child age 10............ 0. cece eens 2.0 quets 200 
Childiage§.is3 ncad.a0 c.4k es a bdaees ak I.5 quets 150 

Totals. oe. sisia sgh sete sae haut wey 10.00 quets $1,000 


An addition of another child at birth would increase the 
quets to 11 and the total expenditure to $1,100, and the cost 
would go up at the rate of $100 per year per child. 

Ernst Engel’s effort to establish a measure of consumption 
by individual members of the family has been given careful 
thought since his time. In 1910 the Solvay Institute of 
Sociology in Belgium made a comprehensive study, by units 
of consumption, of the household budgets of 1,028 families 
using Engel’s method of analysis. In 1921 the Ministry of 
Industry and Labor in Belgium followed the same principle in 
arriving at indexes of consumption for families of varying 
size and of varying income. It was also used in Switzerland 
in 1912 and in Hungary in 1917. The quet system has been 
largely abandoned, however, in favor of other systems of index 
numbers which cover not only food but also housing and furni- 
ture, fuel and light, clothing and miscellaneous items. 

Logical as Engel’s theory of a system of measurements of 
consumption may be, a number of practical criticisms have been 
raised against his statement of the application of the theory. 
These criticisms were leveled at his units, the quet system. 
First, it was urged that a different figure for each year of 
age makes calculations unnecessarily detailed and laborious. 
Second, the maximum consumption is probably reached by the 
time a child becomes a wage-earner rather than at the time 
when bodily growth is completed at 25 for males, and at 20 
for females, as indicated in Engel’s tables. A third criticism 
is that in later life food consumption undoubtedly declines 
and, finally, food consumption varies not only in quantity but 
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also in expense as well in accordance with the standard of liv- 
ing, so that such units as quets would be useful mainly in 
determining the cost of living only at some particular standard 
of living, such as the minimum subsistence level. 


Measurements of Human Food Requirements by Scientific 
Method 


Since Engel’s studies, which were experimental and sug- 
gestive rather than definite and final, much effort has been given 
to the study of human physical requirements with the view to 
more accurate measurement. The study of food requirements 
has concentrated on the determination of the amounts needed 
for physical growth and repair of tissues and for production 
of heat and energy. To arrive at scientific measurements of 
these requirements, two general methods have been followed. 
These two methods have been, first, to study in detail the 
actual diets of a sufficient number of people to find the average 
intake of food which is presumed to represent human require- 
ments, and second, to calculate the units of physical energy and 
growth needed by the human body with the help of technical 
laboratory methods and apparatus. 

Family budget studies have been the sources of information 
used in determination of food requirements in the first method. 
Clearly this method, using such crude material, involves con- 
siderable factors of error. The results from family budget 
studies have served practical purposes in the determination of 
minimum costs of living, wage standards under conditions of 
great price changes and so on, but these studies have needed 
the supplement of the more scientific investigation of food 
requirements according to laboratory methods. 

For purposes of scientific determination of food needed by 
the human being, food has been classified as follows: 


1. For growth and repair of tissues (proteins). 
2. For heat and energy production (fats, starches, sugars). 
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3. For necessary mineral elements (calcium, phosphorous, 
iron, etc.). 
4. For other required factors (vitamins). 


Protein requirements are usually measured in grams or in 
“protein calories.” The units of measurement of heat and 
energy requirements are calories. The amounts of mineral 
required have been determined by actual weight. 

Nutrition experts have determined with scientific accuracy 
the amount in food units of grams of protein, of calories 
and of the various minerals needed by the human being under 
varying conditions of energy consumption such as at rest, at 
light, moderate and heavy work. From this knowledge it has 
been possible to set up dietaries or food lists containing these 
food units. From the food lists it has been possible to calculate 
the costs on a per day, week or annual basis. 

Through the scientific work of students of nutrition it has, 
therefore, been possible to determine in careful detail just what 
amounts of food are necessary for persons of various ages 
and under varying working conditions. These studies have 
been of greatest value as corrections of the more general family 
budget studies which reflect habits and prejudices as well as 
errors in consumption. Both types of study were needed in 
arriving at sound generalizations on food requirements. 

The development of knowledge of food requirements by 
scientific methods has been slow and difficult. Contributions 
have been made by students in many countries. One of the 
earliest of such studies was made by Voit in Germany, who 
determined that the average adult male required food containing 
about 3,000 calories and about 118 grams of proteins per day. 
Later Playfair in England arrived at about the same conclu- 
sion. Gautier in France, making his experiments with working 
people not engaged in quite so heavy work as in the case of 
Voit in Germany and Playfair in England, arrived at the con- 
clusion, quite naturally, that somewhat less than 3,000 calories 
and 118 grams of protein intake were required per day. 
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In the United States intensive studies have been made in 
the food requirement of individuals by Atwater, Chittenden, 
Langworthy, Lusk, Sherman, Gillett, Holt, Houghteling, Mc- 
Collum and many others. Similar studies have also been made 
in practically every other European country as well as in Japan 
and Australia. 

From these studies it has been found that food requirements 
vary with physical activity according to age and sex. The re- 
quirements for age and sex are well illustrated in Table 
XXXIV. It will be seen from this table that the requirements 
of infants, both boys and girls, constitute about one-fourth of 
the calorie requirement of the grown-up male engaged in 


TaBLE XXXIV. Foop REQUIREMENTS ACCORDING TO AGE AND SEX 


Adapted from Houghteling’s ‘Income and Standard of Living,” p. a 

Food Requirements have been averaged from several authorities cuicted ry 

Houghteling. The requirements for adults as worked out in this table assume 
moderately active physical labor. 


Under 6 months 
From 6 months to 2 years. 
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moderately active physical labor, and about one-third of the 
calorie requirements of the grown-up female engaged in moder- 
ately active physical labor. The protein requirements which 
supply the materials of bodily growth are one-third as great 
in infancy as in adulthood. The adult male at 18 years of age 
and upward engaged in moderately hard work requires about 
3,600 calories and about 76 grams of protein in his food per 
day. An adult woman from 15 years of age and upward 
engaged in moderate physical activity requires about 2,800 
calories and 60 grams of protein per day. 

The reason for the differences in food requirements for 
men and for women is primarily due to the physical differences 
in stature and weight. The greater the physical size, the greater 
the food requirements are both in calories and in proteins. 
The average requirements for women are less than the average 
requirements for men in about the same ratio as their differ- 
ences in height and weight. 


A Modified Condensed Scale of Food Requirements.— 
One of the criticisms of Engel’s system of quets already re- 
ferred to was the necessity of detailed computation for children 
of every age. The same criticism applies to the food require- 
ments listed in Table XXXIV. For purposes of more rapid 
computation, revisions of such scales as are found in Table 
XXXV are applied in a practical way in the study of family 


TABLE XXXV. CONDENSED SCALE OF Foop REQUIREMENTS 
ACCORDING TO AGE AND SEx GROUPS 


Adult! tialév.iseaso:.01;@229 tite saat eae tale 1.00 unit 
Adult female...................00 000000. 80 

Boys and girls over 16.................... Same as adults 
Boys from 12 to 16...................... .80 

Girls from 12 to 16...............00- 00s 70 

Children from 9 to 12..............-.000 .60 

Children from 6 tog...................4. .50 

Children from 2 to6...................4. .40 

Children under 2.........0... 20.0 00000005 .20 
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budgets. Such a revision adapted from several sources appears 
in Table XXXV. 

The differences in food requirement according to work or 
activity are brought out in Table XXXVI, which shows that 
a man at very hard muscular work requires over 4,000 calories 
as against less than 2,500 calories if living a sedentary 
life. Similarly, the requirements for protein range from 150 
grams per day for the man engaged in very hard muscular work 
down to go grams for the individual with little or no muscular 
exercise. 

Taste XXXVI. Foop Requirements ACCORDING TO 
Work or ACTIVITY 
Averages of figures presented by several nutrition authorities 


Standard Requirements for— Calories pea 
rotein 
Man at hard muscular work.......... 4,150 150 
Manatmoderately active muscular work| 3,600 125 
Man at sedentary or woman with mod- 
erately active work.............. 2,800 100 
Man without muscular exercise or 
woman at light work............. 2,450 go 


From the information contained in these tables, it may be 
possible to. make a computation of the food requirements for 
any family. Let us suppose that the computation be made for 
a family of five consisting of a father and mother engaged in 
moderately active work, a boy age 10, a girl age 6 and another 
boy age 3. Their daily food requirement would be as follows: 


Grams of 
Calories Protein 
Father engaged in moderately active work........... 3,600 125 
Mother engaged in moderately active work.......... 2,800 100 
Boy aged 10 years... 0... cece cece eee e eee 2,050 46 
Girl aged 6 years...... 0... ccc cece eee e teen ences 1,450 36 
Boy aged 3 years... 0.0... . ccc cece cece eee e nee 1,250 29 
Total daily food requirements................ II,I50 336 
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Results of scientific study on food requirements are not as 
yet in agreement in conclusions. Authorities, such as Atwater 
and Lusk, differ as to the amount of calories required at 
various ages during childhood, and the standards adopted in 
official investigations by the U. S. Bureau of Labor differ from 
the standards set up in other countries including Holland, 
Germany and Japan. For example, Lusk concluded that a 
child 1 year of age required 50% as much food as an adult. 
Atwater set his standard at 30%, while the U. S. Bureau of 
Labor set its standard at 15%. The various authorities also 
disagree on the ages at which maximum consumption of food 
is required. Engel concluded that maximum consumption was 
required by males at the age of 25 and by females at the age 
of 20. More recent studies consider that maximum consump- 
tion is reached much earlier, in fact, some state as early as 
14 or 15 years. These differences may be accounted for in 
part by the different conditions under which the researches were 
conducted, but final definitive results are apparently still to be 
secured. 

The actual expenditures for foods as determined by family 
TABLE XXXVII. Renee OF EXPENDITURES FOR CLASSES OF 

oops 


According to two studies of actual groups and according to desirable standards 
worked out by Sherman. Table adapted from , Houghteling, income and 
Standard of Living.” 


By 54 By ang Slaeiiete 
3: Families uggested 
Types of Food Families Reported by, 


. . y 
in Chicago Sherman Sherman 


. Fats (lard, butter, butter substitute)... 


I 8.2% 

2. ae meats (salt pork, sausage, bacon)..| 3.7 } 9-6% 10-12% 
3. Milk (whole, skim, condensed)........ 10.9 10.6 25-30 
4. Meat, fish, eggs..............000e0ee 28.3 37.6 1§-22 
Ss. Miscellaneous (cheese, chocolate, etc.). 8.0 3.5 2- 3 
6. Sugar, syrups, corn starch............ 3-7 4.6 3 
7. Cereals, breakfast foods, flour......... 5.5 8 

8. Bread, cake. ..........ecceceeeeeees 13.3 10.3 T2-15 
9. Fruits and vegetables................ 18.4 15.8 15-18 
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budget studies have been subjected to keen criticism not only 
because of differences in scientific opinion as to the relative 
value of proteins but also from the standpoint of economic 
costs. Standard requirements, even when scientifically deter- 
mined, are not necessarily followed in the dietaries of the people. 
Table XXXVII brings out quite clearly changes from actual 
family food budgets that would be made by Dr. Sherman. 
Several wide variations in expenditures are suggested in this 
table. Sherman urges more than twice as high an outlay for 
milk as was actually expended but recommends reductions in 
fresh meat, fish and eggs of nearly one-half. It is also interest- 
ing to note that, according to the Sherman suggestions, there 
seem to be too high percentages of actual family food budgets 
expended for cereals, breakfast foods, breads, cakes and so 
on. 

Careful studies of actual dietaries, particularly among 
the lower income groups, frequently disclose consumption fall- 
ing below standard requirements which must, in turn, result 
in reduced physical efficiency, undernutrition and a long list 
of subsequent evil effects. Such deficiencies in the lowest in- 
come groups are generally due to the difficulty of securing 
at market prices and with such means as are available, the 
foods customarily consumed. It also seems likely, however, 
that a large part of such food deficiencies are due to unwise 
selections. Increasing knowledge of food values taught in 
the schools and other educational channels undoubtedly serve 
a very useful purpose in reducing the degree of unwise food 
selections. It is probable, however, that the great masses of 
the people are as yet unaffected by this education. 

The deficiencies in diet most frequently found are in the 
mineral salts as in lime, phosphorus or iron, and in the vitamins 
rather than in proteins and calories. Even families with fairly 
high incomes may make food selections lacking in these 
elements. Recent studies made in the dietary of college stu- 
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dents, for example, have revealed marked deficiencies in neces- 
sary minerals. 

There is also the widest division of opinion among scientists 
as to the amount of protein required in human diet. While 
the standards usually set forth call for a consumption of 76 
grams of protein per day for a man engaged in moderately 
active physical work, and about 60 grams per day for women 
engaged in moderately active work, there are some who feel 
that this amount is too small and urge a greater use of foods 
containing protein such as meat, eggs, cheese and so on. There 
is still another group of nutrition experts who feel that the 
standard requirements referred to above are entirely too high. 
They claim that the American people, in particular, are ad- 
dicted to an overconsumption of protein, which in turn has a 
bad effect on health and efficiency. 

One cannot be positive under conditions of debate among 
the experts, but it seems that the weight of the best scientific 
argument favors the side urging a lower protein consumption 
rather than a higher. On the other hand, it must be admitted 
that protein foods are usually tasty and there is a keen hun- 
ger and desire for them. One of the first effects of a rise 
in the standards of living is an increase in protein consump- 
tion. If increased consumption is undesirable, then this ef- 
fect of a rising standard of living is worth noting. Proteins 
are also generally much more expensive than other foods. Thus 
overconsumption of proteins may not only be injurious but 
also uneconomical. 

The foregoing will be sufficient to indicate the difficulties 
encountered by nutrition research and the lines along which 
it may be carried on in the future in order to measure con- 
sumption. 


Measurements of Clothing Requirements.—Efforts to 
apply some measure to clothing requirements have rendered 
results quite naturally more variable than the results worked 
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out in the measurements of food requirements. Clothing 
varies, not only as the physical requirements, age and sex 
of persons, but also in accordance with the social standards 
of custom and fashion. There have been several efforts to ar- 
rive at a satisfactory measure of clothing requirements and 
of the costs of such requirements at different standards of 
living. 

That the expenditures for clothing vary as the size of the 
family, even within the same income groups, may be seen from 
the following which has been adapted from the study of the 
“Cost of Living in the United States,” 1918-1919, taking only 
those reports of families whose incomes fall between $1,800 
and $2,100. 


Average 
Size of % Expended 
Family for Clothing 
B1010 Ai Sie sasceis's Hani eden enn 16.8% 
BS U0 5.0. ccc cce er ccccreccceeeees 17.0 
GS OCS Sine ab dsa dese et nera Seaside oles 17.5 
5 CO Ov0 sds dts s ced oaintateke ae 18.4 
G3 O10 :G2 5 iis ed tires tee e cse patie Bas 18.8 
i507 O ns cerns ai lagedyia, saree Gass 19.1 
TsO OBO ised vaca emtcawedornweirs wa 20.7 


The results of an effort by the California State Civil Serv- 
ice Commission, 1921, to reduce expenditures for clothing 
to units based on differences in age and sex according to dif- 
ferent standards of living are shown in Table XXXVIII. 
TaBLE XXXVIII. Famity Crorainc REQUIREMENTS ACCORDING TO 

OccuPaATION 


Standard Budget of California Civil Service Commission, 1921. Clothing 
expenditures in units. 


Individual Laborers | Clerks | Executives 
Husband............... 1.00 1.00 1.00 
Hey ars uote 1.20 1.50 1.38 
Boy of 11.............. 57 58 43 
Girl of 5............... 61 60 53 
Boy of 2............... 42 44 35 
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Probably the best source of information on the variations 
in expenditures for clothing for men and women and for chil- 
dren of various ages within the family is presented in the De- 
partment of Labor’s report. on the “Cost of Living in the 
United States.” This information has been summarized and is 
presented in a later chapter in Tables XLIX and L. It must 
be kept in mind, when interpreting this table, that the facts 
are drawn very largely from industrial and lower-salaried 
groups and, as noted elsewhere, considerable changes occur in 
clothing expenditures on passing to other occupations and higher 
income groups. 

In families of industrial and lower-salaried workers, the 
amounts expended for clothing by husbands exceed the amounts 
expended by wives at all income levels, although the difference 
is not great. The amount of expenditures by both boys and 
girls over the age of 15 exceed the expenditures of their par- 
ents in the higher income groups. The expenditures for girls 
over 15, however, exceed the expenditures of their mothers 
at all income levels. The expenditures for clothing by girls 
from 12 to 15 years of age is also slightly higher than for 
boys of the same age. For children under the age of 12, the 
differences for the sexes are moderate. It is believed that, 
with some modification for changes in price levels since 1918- 
1919, the figures presented in Tables XLIX and L (Chapter 
XIV) are representative of clothing expenditures within simi- 
lar income groups, even at the present time. 


Measurement of Housing Requirements——tThe difficul- 
ties of setting up standards or methods of measuring housing 
requirements are obvious. The physical need for a certain 
amount of food is more imperious than the need for any given 
amount of space ina home. An additional child does not make 
necessary additional rooms or size of home, at least, immedi- 
ately. There are wide differences even within the same income 
groups in the amount of housing space enjoyed. Housing need, 
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more than food and even more than clothing, is dependent upon 
social standards of what is proper and decent. 

In the study of the U. S. Department of Labor in 1918- 
1919, reported in “Cost of Living in the United States,” it was 
found that the majority of working men’s families occupied 
homes which furnished approximately one room per person. 
This, perhaps, may be taken as a fair minimum standard for 
housing. For this space, according to the same report, the 
average rental paid ranged from $113 per year to $223 per 
year, according to income groups, or an average of $176 for 
all groups studied. For those families that occupied flats or 
apartments the average rental rates were quite similar to 
rates paid by those occupying houses throughout. Thus, the 
average for the entire group and those living in flats or apart- 
ments was $178. 

In a study by Bowley and Burnett-Hurst on “Livelihood and 
Poverty” in England in 1915, Professor Bowley used the 
following factors in computing the requirements of various 
individuals for shelter : 


Units 

Adult including boys over 18 years of age and girls over 
16 years Of age... cece ee eee eee 1.00 
Boys and girls over 14 years of age.................. 75 
Children 5 to 14 years. .......... cece eee cece eee .50 
Children under § years... 2.6... ccc ccc eee een eee 25 


This scale took into consideration not only a fair standard 
of living but also physical requirements for light and air. 


Measurement of Requirements for Fuel and Light.—In 
accordance with Engel’s laws and the facts presented in budget 
studies, it is probable that expenditures for fuel and light 
vary not only directly with size of income but also in accord- 
ance with the size of house or apartment and the number of 
rooms, Therefore, Professor Bowley’s factors for shelter 
may be used as a measure of the requirements of individuals 
of various ages for fuel and light as well as for housing. Ex- 
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penditures for fuel and light, according to the “Cost of Living 
in the United States,” 1918-1919, run about 44% of the rent 
for families living in houses and about 41% for families liv- 
ing in flats or apartments. 


Furniture, Furnishings and Miscellaneous Requirements. 
—Household furnishings and supplies also tend to vary even 
within the same income groups in accordance with the size of 
the family. The following figures, prepared as a part of the 
Chicago Standard Budget, present minimum requirements for 
city conditions : 


Expenses 
Size of Family per Year 
2 Members...........cceceecccccceccars $48.00 
3-4 Members... 2... 0... eee ee eee eee 57.00 
5-6 members... ............. eee e sence 66.00 
9-8 members............. 2c e eee eee 75.00 
Q-I0 members...... 2.0... eee eee eee 84.00 


Expenditures for household furnishings, supplies and mis- 
cellaneous items vary enormously with the size of the income, 
‘irrespective of the size of family. But it is possible to indi- 
cate certain lines along which variations occur in accordance 
with size of family and within the same income groups. Items 
for education, child health and recreation increase with the size 
of the family, according to the Chicago Standard Budget at the 
rate of about $12 per year per person. Obviously, this is a 
very small amount and not in any sense representative of an 
American standard of comfort of living. In the study of the 
“Cost of Living in the United States,’ made by the Department 
of Labor in 1918-1919, the actual average expenditures made 
for these three items amounted to about $20 per person per 
year but showed a very wide variation for the various income 
groups. 

Expenditures for other miscellaneous items, including in- 
surance, contributions, street car fares, travel, liquor and to- 
bacco, taxes, laundry sent out, cleaning supplies, toilet articles, 
telephone, automobiles, motorcycles, bicycles, wages for serv- 
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TaBLE XXXIX. Costs oF Minmmum REQUIREMENTS FOR THE 
NECESSITIES OF LIFE BY INDIVIDUAL MEMBERS OF FAMILIES 


Cost per year estimates based on study of needs of dependent families in 
Chicago at 1924 prices. From the Chicago Standard Budget. 


I. Foop REQUIREMENTS 


Man at hard muscular work. ...... 2.0.0... 0c cece eee eee een eee 
Man at moderately hard muscular work...............ceee ee eee 
Woman at hard muscular work. ... 0.1.1... see e cece eee eee eee 
Woman at moderately hard muscular work 
Boy of 15 to 18 years of age. .... 1.61. ccc cece ee eee eee 
Girl of 15 to 18 years of age. ... 21... cee eee eee ee eee Lays 
Child 12 to 14 years of age... 0.0.2.0... 2c eee eee ee wise 
Child 9 to 11 years of age... 1.6... 
Child 6to 8 years of age........... eee eee eee eee 
Child 6 months to 5 years of age. ............. eee eee eee eee 
Child under 6 months... 2.0.2.0... 00... sce e eee cece teeters 
Elderly person incapacitated or inactive but not requiring special 

MEE os 8 oa cas scur eine Rental aac eotyacae ee tee og Ryeuale de Lin bachiel late elhe Saal Bae 117.00 
For a person living alone 25% should be added to the food allow- 

ance. 


II. CLorHinc REQUIREMENTS 


a. Cost per year estimates from the Chicago Standard Budget of 
Minimum Requirements at 1924 prices. 


Man at ordinary outdoor work. .......... 0. cece eee cree eee $78.00 
Woman ‘at ‘home o-05903 3 scerscee cece saiqeind eas os Etcede wees 60.00 
Working girl or boy (according to standard required by employ- 

MECNt) ec. o5 Peace scd:e cating bead tab ewe ness Meee 97 .80-122.40 
For office work (good appearance required)............ 120.00-144.00 
High school boy or girl... 1.0.0... cece eee ence eens 97. 80-122. 40 
Children 12 years up to eighth grade...............eee scenes 69.00 
Children 10 years up tO 12 years....... cece cece ee eee ene ee 56.40 
Children 5 years to 9 years 43.80 
Children 2 to 4 years..............-. sess 33-60 
Children under 2 years... 10.1... cece cece cece cere cree ence 22.20 

b. Average costs per year found by the U. S. Department of Labor 
among all families studied for 1918-1919. 
Husbands. xosc0d edie hog coe eae bk whe ee ee AN eee Besa ers $77.38 
WAVES 5.5 sccdberarsietvapelg hed woes dna ayain Nale arar Wi visu she ele eiataayorece ahaa tele 63.55 
Boys 15 years and over 81.77 
Girls 15 and over.............00008 vee. 96.59 
Boys or girls 12-15 .. 48.50 
Boys or girls 8-12.........-0eeeeee tees 39-35 
Boys or girls 4-8...........eeee cece 31.92 
Boys or girls under 4........-.-2 00s cce eee e tence eee ences 22.84 
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TaBLE XXXIX. (Continued) 


III. Housinc REQUIREMENTS 


The Uhicago Standard Budget defines its standard of housing as follows: 
‘That there be sufficient rooms used for sleeping so that no more than two 
persons are required to occupy one bed and so that there will be a bedroom 
for the parents and at least one for the children of each sex. In most families 
two rooms will be needed for cooking, eating and social purposes.” As 
stated by Houghteling in her “Income and Standard of Living of Unskilled 
Laborers in Chicago,” this standard would in almost every case require 
five rooms as a minimum. 

The United States Bureau of Labor has defined minimum housing re- 
quirements for health and decency as follows: “The standard health and 
decency budget must provide at the very least as many rooms per person 
as the average family was found to occupy, a standard of one room per 
person exclusive of bath has therefore been adopted as the minimum re- 
quirement consistent with health and decency.’’* 

In the U. S. Dept. of Labor study of the “Cost of Living in the United 
States,” in 1918-1919, the average rentals reported paid ranged from 
$26.63 to more than $40 per year per room and as the number of persons 
approximated the number of rooms, the average cost per person was about 
the same. The average rental per room and per person for the entire group 
among the families occupying houses was about $35 and among those fam- 
ilies occupying flats and apartments $39.66 per room and $38 per person 
per year. There have been general advances in rental rates since 1918- 
1919 so that rates per person and per room are probably higher now than 
they were then. 


IV. FuEL anp LicotT REQUIREMENTS 


May be considered as paralleling the rates for housing. Fuel and Light 
in the lower income groups seem to run about 44% of the cost of rent. 


V. HousEHOLD FURNISHINGS 


In the U. S. Department of Labor’s “Cost of Living in the United States,” 
expenditures for furniture and furnishings ranged from $30.31 to $133.06, 
paralleling the upward increases in income groups. The average for all 
families was $73.22. Despite the lack of information of costs for furnish- 
ings on the basis of size of families, it may be presumed that there is some 
positive correlation between the amount expended per year and the number 
of persons in the family. 


4“Minimum Quantity Budget necessary to maintain a worker's family of five in 
health and decency,” Monthly Labor Review, June, 1920. 
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TABLE XXXIX. (Continued) 


The Chicago Standard Budget for dependent families makes the follow- 
ing provisions for families of various sizes: 


No. of Persons Amount that 
in Family Will be Expended 
Be iats hiatd lana ais Sarvs dareretsiw ed's ¥ ols tees $48.00 
B10- Bisiee eo utsnnssnerastaaes 57.00 
§ tO Giese ns exes ata enay 66.00 
9: tO Biccsciessde 4s ewieesles ov eles ners 75.00 
© TO. 80s coins iss eee ine Bias wee 84.00 


VI. MISCELLANEOUS ITEMS 


Expenditures for miscellaneous items, according to the Department of 
Labor’s “Cost of Living in the United States” in 1918-1919, ran as follows: 


Total Average 
Families with : Expenditures § Expenditures 

Incomes per Family per Person 
Under $900. ............ $149.81 $35.00 
$ goo to $1,200........ 201.06 44.72 
I,200tO 1,500........ 262.40 55.51 
I,g0oto 1,800........ 335.28 67.69 
1,800 to 2,100........ 404.27 78.63 
2,100 tO 2,500........ 500.08 87.92 
2,500 and over......... 608 . 23 95.09 
Average.............. $306.11 $62.74 


ants and so on, in the 1918-1919 study, varied from $150 to 
over $600 per family, in accordance with the size of income 


groups. 


A Summary of Minimum Requirements of the Necessi- 
ties of Life by Size of Family—From facts such as the 
foregoing, together with much similar information, studics 
have been made of the requirements of the necessities of life by 
individual members of families according to certain standards 
of living, such as “minimum subsistence.” From lists of 
such necessities computations may be made of the costs at 
which such necessities may be provided. In Table XXXIX such 
a list of costs is presented. By due regard to changes in prices 
since 1924 in the various classes of goods mentioned, it may 
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be possible to draw up estimates of the expenses for the re- 
quirements according to the low standard under consideration. 

From the summary of minimum requirements of the neces- 
sities of life by size of family just presented, it is possible to 
compute the average costs of living at this standard for a 
family of any size and composition. In Table XL a single case 
is presented showing the results of the computations for a 
family consisting of two adults and two children. 


TABLE XL. EXAMPLE oF Cost oF LIVING aT THE MINIMUM SUBSISTENCE 
STANDARD OF LIVING 


Fuel House seta 
Food Cloth- Shelter| and = | Furnish- Miscel- 


ing Light ings laneous 

Man at moderate work. . ./$156.00| $78.00) 44% U.S. | Average 

Woman at moderate work| 132.00] 60.00) of Dept. of | $62.00 
Child of 12 years........ 144.00] 56.40 Shel- Labor per 

Child of 4 years......... 90.00] 43.80 ter |Average} person 

Total..... $1,311.20 |$522.00/$238. 20|/$160.00; $70.00 | $73.00 | $248.00 


A General Measure of the Standard of Living by Sex 
and Number of Persons in the Family.—Engel’s quet sys- 
tem and some of the later indexes of food consumption for 
the different sexes and ages have been used as general meas- 
ures of the entire cost of living—not only food, but also 
clothing, shelter, fuel and light, furnishings and miscellaneous 
items. 

This use has been criticized, quite properly, for the other 
items in the family budget do not exactly follow the same 
course for the different persons in the family as do food ex- 
penditures. 

While some relationship must obviously exist between ex- 
penditures for clothing and size of family, there are certain 
to be greater variations than exist in food requirements and 
food consumption in relation to size of family. Clothing 
varies not only as the physical requirements, but also more 
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TABLE XLI. Scare oF CONSUMPTION UNITS (AMMAINS) FOR THE SEXES 
aT Various AGES 


From Sydenstricker and King, ‘The Classification of Population According 
to Incomes," Journal of Political Economy, July, 1921. 


Age in Years Male Male | Female 
Under 1 0.220 0.928 | 0.735 
I -241 -925 731 
2 281 .922 ©9727 
3 306 -919 723 
4 +332 916 .718 
5 -352 -Q12 -713 
6 -375 .908 -708 
7 -397 -9O4 +703 
8 -419 .899 .698 
9 442 894 | 693 
1o -470 . 888 . 089 
II -499 881 685 
12 -537 873 681 
13 .590 864 677 
14 -657 854 | .673 
1s -736 844 .669 
16 812 834 -606 
17 .876 825 663 
18 .928 818 .660 
19 .960 812 657 
20 .976 .807 654 
a1 -986 .802 651 
22 -992 -797 .648 
23 -996 +792 | 045 
24 1.000 .788 642 
25 1.000 784 -639 
26 -996 . 780 -636 
27 -990 77 634 
28 -984 .772 632 
29 -978 - 768 .630 
30 -972 - 704 628 
3I .967 . 760 .626 
32 -962 -757 -625 
33 -957 +754 .623 
34 -952 +751 .622 
35 -948 -749 | .620 
36 944 747 | 619 - 
37 -940 745 £618 
38 -937 -743 | 017 
39 +934 -741 | .616 
40 -931 
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definitely as the income of the individual or family, and this 
variation is even wider in the expenditures of clothing for 
women than in the expenditures of clothing for men. Studies 
made in differences in expenditures for men and women show 
quite conclusively that in the lower income ranges the ex- 
penditures for clothing by men are greater than for women, 
whereas in the higher income ranges the expenditures for cloth- 
ing for women are higher than for men. It is also generally 
true that expenditures for clothing for girls 14 years of age 
and over, are higher than for boys of the same ages. Below the 
ages of 14 the expenditures for boys and girls for clothing tend 
to be about the same. 

The expenditures for shelter and the other groups also 
vary from the trends of food consumption, so that an index 
of costs of standard of living based on foods alone is almost 
certain to be in error. By averaging the various classes of 
expenditures, including food, clothing, shelter, fuel and light, 
furnishings and miscellaneous items, and giving to each a 
proper weighting in that average as applied to the sexes and to 
persons of different ages, a set of index numbers can be de- 
rived that will show the variations in costs of consumption for 
the different individuals making up the family. 

In 1917, Sydenstricker and King drew up a system of in- 
dex numbers to represent the relative cost of living of indi- 
viduals of different sex and age. This list of index numbers 
is presented in Table XLI. The raw material out of which 
this scale was prepared, was the detailed experience obtained 
from a large number of families in southern cotton mill vil- 
‘lages. To these units of consumption Sydenstricker and King 
gave the name Ammains.° 

To use this table, suppose that the cost of living according 
to a prevailing standard of living for a single adult male, 24 

5 See Sydenstricker and King, “A Method of Classifying Families According to 
Income in Stud ies of Disease Prevalence,” Reprint 623, United States Public Health 
Report, 1920; “The Classification of Population According to Incomes,”’ Journal of Polst:- 


cal Economy, July, 1921; also Quarterly Publications of the American Statistical Asso- 
ciation, September, 1921. 
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years of age, is $800, then the cost of living of a family can 
be worked out as follows: 


Members of Family Ammains 
Man aged 40..................00.000008 0.931 
Woman aged 38........................ 747 
Boy aged 10.6 i s6d bila erdeainaacdier gels 470 
Girl aRed 6» iois2e.3 oho beeen iea denen ders 375 

Total Ammains................., 2.523 


$800 X 2.523 = $2,018.40, cost of living per year 


Conclusion—From study of the foregoing sections and 
tables, it will be seen that under conditions of a uniform stand- 
ard of living each additional member of the family adds a very 
definite increase to the total cost of living. To support the 
same standard of living, a family with four children must 
of necessity spend more than a family with two children. 
Putting it in another way, if two families have identical in- 
comes of modest amounts, but if one family has four chil- 
dren and the other two children, then, of necessity, the family 
with four children cannot maintain the same standard. It 
must modify its consumption or savings. 

The size of the family, therefore, is an important determin- 
ing factor in the standards of living of the people. Incomes 
being about equal, communities made up of small families 
enjoy higher standards of living, purchase and consume better 
and more expensive classes of food and clothing, enjoy better 
homes and buy much more of such merchandise as falls within 
the classification of miscellaneous items, than in a similar com- 
munity where families are larger. 

Much of the work that has been given in the past to bud- 
get studies has been largely wasted, so far as practical results 
are concerned, because of failure to take composition of fami- 
lies sufficiently into account. Undoubtedly, many of the ap- 
parent discrepancies noted in the results of such budget studies 
were due to differences in family composition. To group 
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families of all sizes and ages together into one general average 
as has been done in most studies, yields a very indistinct pic- 
ture of actual living conditions. The structure and composi- 
tion of the family is likely to be a leading consideration in 
the family budget studies of the future. 
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CHAPTER X 


HISTORY AND DEVELOPMENT OF FAMILY 
BUDGET STUDIES 


The studies of family budgets are of such great importance 
to the economics of consumption that a brief outline of the de- 
velopment of such studies, the methods adopted in making 
them and the uses to which they were put, are presented here. 


Sir William Petty, 1672—As early as 1672, Sir William 
Petty, a brilliant English writer on economic subjects, used 
estimates of the average expenditures of workingmen’s fami- 
lies, first, as a basis for estimating the amount of trade and, 
second, for the purpose of estimating the amount of possible 
taxation. Both of these objects seem very modern. One 
of the objects of the present work is to attempt to show the 
possibility of using family budget studies in estimating trade. 
During the period of the World War the detailed incomes and 
expenditures of the American people as presented in typical 
family budget studies were intensively used in estimating both 
sources and available amounts of taxes by direct levy on in- 
comes. 


Rev. David Davies, 1785.—Another early reference to fam- 
ily budgets as a means to general economic study was by David 
' Davies,’ a British clergyman, in 1785. Davies found that 
two-fifths of his parishioners were receiving relief from his 
parish and set about finding out the reasons by analyzing the 
incomes and expenditures of these families. The method used 
was to get the details for a week and then compute the annual 
earnings and expenditures by multiplying by 52. To the total 


1 David Davies, The Case of the Labourers in Husbandry, Bath, 1795. 
215 
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so found he added fixed sums representing his estimates of the 
annual outlays for clothing, rent and other irregular expenses. 
With the help of others in various parts of England, Davies 
collected altogether 133 family budgets. These, together with 
his conclusions, were published in his work, ‘The Case of the 
Labourers in Husbandry.” 

His recommendations included the following: 


I. The establishment of standard, minimum wages. 

2. The standard or minimum wage should be based on the 
cost of living and should vary as the price of wheat or 
bread. 

3. The standard wage should be sufficient to support a family 
of five. 

4. Families larger than five should, if necessary, receive poor 
grants. 

5. Effort should be made to secure regularity of employment 
for men. 

6. Women and children should be trained and encouraged to 
earn, particularly in the textile industries. 

7. Poor relief, when given, should be given only after a 
study of the family income and expense. 


The recurrence of these objectives in modern budget studies 
is, as we shall presently see, very noteworthy. 


Sir Frederick M. Eden, 1797—The next family budget 
study was probably that made by Sir Frederick M. Eden, in 
1797, in a three-volume work entitled “State of the Poor, or 
an History of the labouring classes in England from the Con- 
quest to the Present Period in which are particularly consid- 
ered, Their Domestic Economy with respect to Diet, Dress, 
Fuel, and Habitation; and the various plans . . . for the Re- 
lief of the Poor; together with Parochial Reports relative to 
workhouses, etc.” (Three volumes. London, 1 797.7) 


2 A revision of this work in one volume was issued i , edi . G. 
and published by E. P. Dutton & Co. 7 pia ey Sea Gr ons Os So ROS 
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Eden secured detailed reports on 73 English families. The 
method used was first to draw up a schedule of questions, a ques- 
tionnaire, and then to use this in personal interviews. 

Eden’s object was to secure a reform of the English poor 
laws and his studies were made only among the poorest fami- 
lies of working peoples. Both Davies and Eden aimed at im- 
proving social conditions and used their budget studies to sup- 
port their contentions. 


Fréderic Le Play, 1829-1879—The next important study 
of family cost of living seems to have been made by Fréderic Le 
Play, an engineer, who began in 1829 and continued the study 
for some years by himself. His followers carried on the work 
down to 1899.2 Le Play presented his studies as individual 
monographs each covering in every possible detail the facts 
of income and outgo for typical families in various parts of 
Europe. These facts were obtained by actually visiting and 
in some cases living with the people studied for considerable 
‘periods. For years Le Play spent his vacation times in search 
of information of this sort and in tabulation of family budg- 
ets. In all, about a hundred of such family monographs were 
published. These attracted a great deal of attention both 
among economists and students of sociology and stimulated 
much interest in more scientific study of social and economic 
conditions. 

While Le Play was making his studies of families living in 
France and elsewhere, Edouard Ducpetiaux was gathering 
data on working class and poor families in Belgium. Duc- 
petiaux served the Belgian government for many years as 
general inspector of penal and beneficent institutions. His 
studies were made as a part of his effort to reduce pauperism 
count of the werk of La Ploy snd hie lower, we Chora ana Aled Teee, 


“Les Budgets Comparés de Cent Monographies de Familles,” Bul. de l'Institut Internatl. 
Statistique, Vol. V, 1890, p. 108. 
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and improve the conditions of the poorer working class fami- 
lies. The report of his budget studies was published in 1855.‘ 


Ernst Engel, 1857 and 1895——Modern family budget 
studies may be said to have begun with the work of Ernst 
Engel, head of the Statistical Bureau of Saxony and later of the 
Statistical Bureau of Prussia.® 

In his first report published in 1857, Engel presented in 
concise statistical form the general facts of income and out- 
lay for an unknown number of Belgian workingmen’s fami- 
lies covering a period of one year, 1853. In addition to the 
studies of Belgian workingmen’s families, Engel also used 
Le Play’s monographic family studies. From these actual ex- 
amples he drew up his famous estimate of family expenditures 
for Saxony showing the amount expended for the principal 
groups of expense by families of three economic levels, namely, 


working classes, middle classes, and well-to-do classes. (See 
Table XLII.) 


TaBLE XLII. ENGEL’s ESTIMATES OF FAMILY EXPENDITURE IN 
SAxony, 1857 


Percentage of total expenses for families with 


incomes of— 
Expenses for : 
1,200 fr. 1,200-3,000 fr. 3,000 fr. 
1350 5° 750 
Working Class | Middle Class Well-to-do 
TO0 eats’ dor ce eG Pea aad oA 62% 
Clothing.................. 12% 95% 
Housing.................. 16% 
Fuel and light............. 5% 
Education and religion...... 2% 
Public protection........... 1%> 5% 
Care of health............. 1% 
Comfort and recreation..... 1% 


chien Ducpetiaux, Budgets Economiques des Classes Ouvriéres en Belgique, 
8 Ernst Engel, “Productions und Konsumptionsverhaltnesse des Konigreichs Sachsens,” 


1857; also “Die Lebenskosten belgischer Arbeiter—Families fruber und jetzt,” Bul. de 
lTastitut Internat]. Statistique, Vol. IX, 1895, p. 42. 
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Engel’s Laws.—From his studies and tabulations Engel 
deduced several conclusions which have since become known 
as Engel’s laws of consumption. These laws are as fol- 
lows: 


1. As the income of a family increases, a smaller percentage 
is expended for food. 

2. As the income of a family increases, the percentage of 
expenditure for clothing remains approximately the 
same. 

3. As the income of a family increases, the percentage of 
expenditure for rent, fuel and light remain invariably 
the same. 

4. As the income of a family increases, the percentage of 
expenditure for miscellaneous items including expendi- 
tures for education, religion, health, recreation, amuse- 
ments and so forth, increases. 


With the postulation of these four laws, the beginning of 
a science of consumption was made. Although many quali- 
fications have had to be made in these laws since Engel’s first 
statement, as we shall see in later sections, their general truth 
and application have been demonstrated over a period of three- 
quarters of a century and in all countries and conditions of 
life in the modern world. 

Note should be taken that Engel’s percentages of expense 
are percentages of total expense rather than of total income, al- 
though the family classifications are made on the basis of in- 
come. Engel apparently took no account of family savings, 
although savings undoubtedly bear as definite a relationship 
to differences or changes in income as any group item of ex- 
pense. The larger the incomes the greater the opportunity for 
saving and consequently the larger the proportions of the 
income actually saved. 

Computing the individual expense items on the basis of 
total expense provokes endless confusion, for in determining 
the amounts actually expended for any item it is necessary to 
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find the total expense within the income first and then to com- 
pute this individual item of expense from the total expense. 
It seems that the whole procedure would have been much 
simpler if each item of expense had been computed on total 
income and an additional item of savings, surplus or deficit set 
up to balance the total income. Savings could also have been 
uniformly treated as one of the items under the classification 
“Miscellaneous” if undesirable to give it a separate heading. 
As a matter of fact, some savings such as insurance are so in- 
cluded in most budgets studied and presumably in Engel’s. 

Most budget studies made since Engel’s time have fol- 
lowed this method of setting up the percentages of expense 
on the basis of total expense instead of on the basis of total 
income so that caution must be exercised in determining for 
each case just what basis of computation was used. 

With families of small incomes and, therefore, of small 
savings, the percentages of expense for the various group 
items would vary but little from similar percentages com- 
puted on the basis of income, but as the incomes grow larger 
and savings increase, the percentages of expense, if based on 
income, would vary more and more from those presented by 
Engel and from those who have followed his precedent. 

It would be difficult to overestimate the widespread effect 
of Engel’s studies which summarized the work of previous 
investigators and gave new meaning to their work. The 
discovery of regular trends of consumption in relation to size 
of income is one of the most noteworthy contributions of eco- 
nomic study during the nineteenth century. 

Engel’s laws, as we shall find, require considerable revision 
and qualification to accord with facts that have been gathered 
since his time and which are at variance at present as com- 
pared with the time in which Engel’s studies were made, but 
their statements and presentation to the public had the effect 
of stimulating further inquiry not only in other European 
countries but in the United States as well. 
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Carroll D. Wright, 1889-1891.—Carroll D. Wright, then 
head of the Massachusetts Bureau of Labor, presented the 
first budget study of American workingmen in 1875 and in 
several successive years the reports of this bureau contained 
additional budget statements. In 1889, Carroll D. Wright be- 
came Commissioner of Labor of the United States, and in 
1890 the Sixth Annual Report of his Department published 
budget studies for 3,260 families whose earnings came chiefly 
from iron and coal industries. During the following year, the 
Seventh Annual Report presented details of expenditure for 
5,284 families in the cotton, wool and glass industries.® 

At the time of the preparation and issue of these reports 
by the U. S. Commissioner of Labor, the tariff question was 
by far the most important issue before the American public. 
As Carroll D. Wright’s reports were made during the Repub- 
lican administration of Benjamin Harrison, which strongly 
favored a high protective tariff, it may be assumed that the 
resolutions authorizing the collection of information and the 
issue of these reports aimed primarily at showing the cost of 
living in this country for the industries named, to prove the 
necessity for the continuation of high wages, which in turn 
made high cost of production for the manufacturers of these 
goods who felt that they must have the protection of the tariff 
against possible competition from countries with lower labor 
costs and lower costs of living. 

The Ninth Annual Report of the U. S. Commissioner of 
Labor for 1893 contained a summary of food expenditures for 
742 Italian families in Chicago. 


Eighteenth Annual Report of U. S. Commissioner of 
Labor—In 1903, the Eighteenth Annual Report of the Com- 
missioner of Labor presented the most comprehensive study 
ever made of the cost of living for workingmen’s families. 


® Sixth and Seventh Annual Reports of U. S. Commissioner of Labor, Washington, 
C., 1890 and 1891. 
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This was a nation-wide survey including information for 25,- 
440 families with incomes up to $1,200 a year. The informa- 
tion was gathered during the period from 1900 to 1902 from 
33 different states, covering the principal industrial centers 
in each. 

The main facts concerning the distribution of family ex- 
penditures brought out by the studies of the U. S. Commis- 
sioner of Labor both in 1890-1891 and 1903, together with the 
results of a similar study made in 1918-1919, are presented in 
Table XLIII. Attention may be directed here to the fact 
that both of these comprehensive studies verified Engel’s first 
law by showing that the percentage of expense for food de- 
clined regularly from 48% to 36.4% as the family income rose 
from $200 to $1,200 per year. The expenditures for miscel- 
laneous items or sundries as indicated by Engel also showed a 
remarkable upward trend as income increased. The main vari- 
ations from Engel’s laws occurred in the expenditures for 
clothing, fuel and light. 

While comprehensive studies were being made in the 
United States by the U. S. Commissioner of Labor covering 
great numbers of families from widely distributed areas, inten- 
sive studies of the costs of living were also being made in 
England and other European countries. 


Booth and Rowntree.—Charles Booth, in his “Life and 
Labor of the People in London,” published in 1889-1892, de- 
scribed the conditions of income and outlay of the poorer 
classes in that city. Seebohm B. Rowntree made a similar 
study a little later in the city of York, England, entitled ‘“Pov- 
erty, a Study of Town Life,” published in rgor. 

Both Booth’s and Rowntree’s studies were made with the 
object of determining what would be necessary to reduce pov- 
erty and the necessity for poor relief of one kind or another, 
whereas the American studies, already referred to, aim prima- 
rily, as in the studies of 1890-1891, to prove the necessity for a 


Google 


DEVELOPMENT OF FAMILY BUDGET STUDIES 223 


4 t 
Wye |WrozAlerryeS 2528 16S |eor€1 |Yr-gr 


| | | 
WBvsr1i749Q-g1 |2%4or€r %ES1 Weyl Arey Zpr 


so7 


rie ry g'or “***IQAO pue ooS‘z 
oof Sy Ver “*00S'z -oo1'z 
S-gz os wf “7 +** 907% —oo0g‘r 
Elz zs Ser htt s909'1 008 ‘1 
oSz 9s gfx} | Ff OSr{ | Ff gO fo fo freseee o0S‘1 —ooz‘r 
oSz oS | of tli] gor Sof] gtgz] + * -4aA0 pus ooz‘r 
( 1'9z Le] oF ( QOl] zz71 { ELE) Lotte * 00z‘1 —oor‘r 
rez Lz o9 1] OF Sb Oers| Sly} ori zh} Bl] Leet ccc: oor’ —o0o‘r 
l| eee i] os | ab || grea] Opn. || eee] e-pe]--- 000‘ -006 
Brrz | ofc 258°9 oS | ES }25S-hr | Li} rox Wry | wih) meeps: 006 -00g 
giz es |} eS Igt) gS1 Hib) Oyllccc: cog =-ooL 
+61 gs os Stor] G-Sr Sb] earth: col -0og 
zl z9!] 99 tor) Sr zob} = gtti**** ‘00g = 00S 
S-g1 lg} 99 gr] €S1 Goh] St}: oo$ -oo¥ 
I'gl rl of £-g1} oSt: gr “t't* 00% oof 
gyi zl} gt ogi] Lr . Elo) Sty: oof g-coz ¢ 
g'S1 Worv1 %o'g IVg %O'91 25 S°S1 gz  — |%,Oro8|2g°6by-- +s 
6161 | 1061 1061 | 16g1 1061 } 16g |} 6161 | 1061 |] r6gr | 6161 | 1061 | 1691 


snoaue] [ast fq WAry pur png Woy Sumo 


¥z61 ‘sorystzB1g JOG] Jo neamg 
« ‘5942S PIU, Ut Sutary Jo ys0D,, pus ‘soquy] jo neaing jo spoday [enuuy (fo61) yweeq4Siq pue (16g1) yyUeASG WoL 
616i aNv 
1061 ‘16gI YO SAIIIMV, SUAXTAOM TIVIMLSNGN] NVOIMANY JO SHANLIGNadXY dO NOILOGTaLsIq ‘[I]IX FAV 


Google 


224 ECONOMIC PRINCIPLES OF CONSUMPTION 


protective tariff and to point out the conditions of income and 
expenditure for working class families living above the poverty 
line. 

While the U. S. Commission of Labor was making studies 
of the income and expenditures of normal families in the United 
States, Booth and Rowntree in England were making studies 
of the income and expenditures of subnormal families, those 
requiring some form.of relief or charity. 

Beginning in 1907, there have appeared several reports of 
studies in the United States aiming, like Booth’s and Rown- 
tree’s investigations, at determining the minimum necessary 
requirements for living. As expressed in one of these reports, 
their purpose was to aid charitable relief work and sociological 
study, and the standards set up were to be used as norms for 
measuring the adequacy of poor relief. 


Mrs. L. B. More—The first of these reports was by Mrs. 
L. B. More, entitled ““Wage-Earners’ Budgets,” published in 
1907. This report covered in detail the expenditures for 200 
New York families, the information for which had been col- 
lected between 1903 and 1905. 


R. C. Chapin.—Growing out of the discussion taking place 
at a conference of the New York State Conference of Chari- 
ties and Correction, another study was undertaken under Pro- 
fessor R. C. Chapin, who investigated and reported on the cost 
of living for 391 families in 1907. This report was issued 
under the title, “The Standard of Living Among Working- 
men’s Families in New York City,” and was published in 
1909. 

Pittsburgh Survey—During 1907 and 1908, there was a 
very extensive investigation of the economic and social con- 
ditions of workers living in the Pittsburgh district. This in- 
vestigation was known as the ‘Pittsburgh Survey.” Mar- 
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garet S. Byington, a member of the survey staff, made a study 
of the expenditures of 90 families, which was issued in report 
form in Ig!o under the title, ““Homestead. The Households 
of a Mill Town.” 


Chicago Stock Yard District Survey—Another investiga- 
tion of similar nature was made in the stock yard district in 
Chicago by J. C. Kennedy and others. The facts for this in- 
vestigation were gathered during the year 1909-1910, but the 
report entitled ‘Wages and Family Budgets in the Chicago 
Stock Yard District,” was not issued until 1914. The aim 
of the Kennedy report, which covered information from 184 
families, was expressly to determine the minimum wage neces- 
sary to support a family, which for purposes of this investi- 
gation was considered to consist of from five to eight persons. 


Cotton Mill Workers’ Survey, 1908—Also of a some- 
what similar nature was a report made by the U. S. Bureau of 
Labor in 1911 of studies that had been made in 1908 of family 
budgets of typical cotton mill workers. The aim in this case 
was to determine a fair standard of living for cotton mill em- 
ployees at prevailing prices and customs or standards. 


Cost of Living Studies in Wage Settlements——Begin- 
ning about 1914, new motives or purposes for the study of 
family budgets appeared. Whereas the earlier budget studies 
had been largely made to aid charitable work and for sociologi- 
cal purposes, there now began to be an interest in the study of 
family budgets for the purpose of determining wage rates. 


Minimum Wage Rates Based on Cost of Living.—During 
the period from 1910 down to the entry of the United States 
into the World War in 1917, there was continuous and wide- 
spread interest in the question of a legal minimum wage. The 
study of family budgets became a matter of fresh considera- 
tion in this connection, first, in determining whether minimum 
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wage legislation might be necessary, and second, if such legis- 
lation were enacted, in determining what the minimum wages 
should be. 

Thus in 1914, the Factory Investigating Commission of 
New York State, in its fourth report, presented the results of 
its studies of 34 families in New York City, 18 families in 
Buffalo, and 17 families in Troy, showing both income and 
expenditure. The object, as indicated in the report, was to 
inquire into the desirability of a minimum wage law and to 
determine the amount of money required for simple decency 
and efficiency. 

Similarly, the U. S. Bureau of Labor Statistics made a 
study of the costs of living in the District of Columbia which 
was published in the Monthly Review of the U. S. Bureau of 
Labor Statistics during October, November and December in 
1917. The purpose of this study, which had been made in 
1916, was expressly to determine whether or not a minimum 
wage law was needed. This study covered 1,481 white fami- 
“lies and 629 colored families living in the city of Washington. 
The War intervened and the pressure for the minimum wage’ 
law passed. 


Trend toward Wage Standardization, 1914-1917.—From 
1914 down to 1917, there was a great deal of interest shown 
both by private industrial concerns and public bodies such as 
municipal organizations, employing a large number of people, 
in the possibility of the standardization of wages. Lengthy 
reports were presented in many places suggesting standard 
wage rates for various classes of occupations and grades of 
work. In connection with the study of the possibility of 
standardizing wage rates, the cost of living as determined by 
family budget studies became of interest. For example, the 
Dallas Wage Commission of Dallas, Texas, set out to obtain 
a basis for wage increases for its city employees. A study 
was made of the cost of living of 50 families located in Dal- 
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las, which was presented in the report of the survey commit- 
tee and published in 1917. 


Wage Controversies Based on Cost of Living, 1916-1921. 
—The rapid price increases during 1916, 1917 and 1918 like- 
wise made wage and salary changes imperative. It was not al- 
ways possible nor practicable to determine the new and increased 
wage rate by bargaining. Reference had to be made both 
by employers and employees to the changed conditions of costs 
of living and in some cases to actual study of the conditions 
confronting the employees. In a case of this sort, the Bureau 
of Municipal Research of Philadelphia made a study of the 
Workmen’s standards of living there, covering the period from 
1916 to 1918, for 260 families and aimed at fixing a basis for 
setting wages for city employees in the city of Philadelphia. 

During the period when the United States was in the 
World War, a great many wage disputes arose which had 
to be adjusted promptly in some satisfactory manner. The 
Ship Building Labor Adjustment Board of the Emergency 
Fleet Corporations was the first public body to make use of 
costs of living and family budget studies as the basis for wage 
adjustment in 1917. In each case the object seems to have been 
to readjust wages to 1914 or IQI5 wage levels and purchasing 
power. 

The Railroad Wage Commission from 1917 to 1918 fol- 
lowed the same procedure as had the Ship Building Labor Ad- 
justment Board. Similarly, numerous street railway labor 
wage adjustments were worked out. 

In 1918, the National War Labor Board was given author- 
ity and made responsible for the settling of wage disputes in 
which the government was affected. During a period of about 
a year it settled over 1,100 wages cases, in most of which it 
used family cost of living figures and indexes of the changes 
of the cost of living as the bases for the revision of wages. 

Then followed several other notable cases in which this pro- 
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cedure was applied as, for example, in the street railway cases 
in 1919 to 1921, the bituminous miners’ case in 1920, and the 
U. S. Railroad Labor Board cases in 1920-1921. 

An excellent review of the use of family budgets as a basis 
for settling wage disputes was published by the National In- 
dustrial Conference Board in 1921, entitled “Family Budgets 
of American Wage-Earners, a Critical Analysis.” 7 


Study of Cost of Living in the United States by the De- 
partment of Labor Statistics 1918-1919—The most compre- 
hensive use of family budgets as a means to the study of the 
cost of living and standards of living in the United States was 
carried out by the U. S. Department of Labor Statistics in 
1918-1919, working in cooperation with the National War 
Labor Board. This investigation covered 12,096 white fami- 
lies in 92 cities and towns in 42 states. The cities varied in size 
from New York to small country towns of a few thousand 
population. In the selection of places for this study, it was 
the aim to get representative facts that would show living con- 
ditions in all sections of the country and in all kinds of lo- 
calities. 

The facts for this study were secured as in former studies 
through personal visits by agents of the U. S. Bureau of Labor 
Statistics to the homes of wage-earners and salaried men. In- 
formation was obtained on both income and expenditures of 
each family for a period of one year. The time taken to com- 
plete the study extended from July 31, 1918 to February 28, 
1919. At least 75% of the families studied gave their incomes 
and expenditures for the year 1918. The completed report of 
this study was published as a bulletin of the U. S. Bureau of 
Labor Statistics No. 357 in May, 1924. 

Inasmuch as the information in this study will be freely 
used in the following chapters, note should be taken of the 


7™The student interested in pursuing this subject still further will also find the 
following reference of great value: Elma B. Carr, ‘‘The Use of Costs of Living Fig- 


ures in Wage Adjustments,” Bulletin No. 369, U. S. Bureau of Labor Statistics, 
Washington, D. C., 1925. 
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rules under which family selections were made. For example, 
it was required that only such families should be included as 
the following: 


1. The family must be that of a wage-earner or salaried 
worker, but not of a person in business for himself. The families 
taken should represent proportionally the wage-earners and the 
low or medium-salaried families of the locality. 

2. The family must have as a minimum a husband and wife 
and at least one child who is not a boarder or lodger. 

3. The family must have kept house in the locality for the 
entire year covered. 

4. At least 75% of the family income must come from the 
principal breadwinner or others who contribute all earnings to the 
family fund. 

5. All items of income and expenditures of members other 
than those living as lodgers must be obtainable. 

6. The family may not have boarders nor over three lodgers, 
either outsiders or children living as such.® 

7. The family must have no sub-rentals other than furnished 
rooms for lodgers. 

8. Slum or charity families or non-English speaking families 
who have been less than five years in the United States should not 
be taken.® 


Information concerning sources of income in the report 
of the “Cost of Living in the United States” was classified 
and grouped as follows: earnings of husband, wife, children 
and dependents; income from lodgers, garden and poultry, 
gifts, rent and investments, and other sources. 

Information showing expenditures was grouped under six 
divisions as follows: food, clothing, housing, fuel and light, 
furniture and furnishings, and miscellaneous items. Each 
group was subdivided into a number of items in order to show 
so far as possible just what articles were purchased. 


8 Does not refer to or foclude Tlatives, servants, nurses, etc., temporarily in the 
home, who we furnished board fre 
“Cost of Living in the United States,” Bulletin No. 357, U. S. Bureau of Labor 
Statistic Pp. 2. 
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The facts concerning incomes and expenditures were also 
classified by cities for the general expense groups and for the 
sources and amounts of family incomes. Classification was 
made by five main geographical divisions for food and mis- 
cellaneous items. Classifications of expenditures for clothing 
were subdivided according to members of the family, sub- 
divided by sex and age, and expenditures for housing, fuel 
and light were shown by individual cities. 

Table XLIII, already referred to in connection with the 
brief accounts of the studies made by the U. S. Commissioner 
of Labor in 1890 and 1891 and again in 1903, presents the 
general results of the study of 1918-1919 in parallel columns 
with the preceding studies. Notice should be taken of the fact 
that the two earlier studies included families with incomes up to 
$1,200 per year and that the study of 1918-1919 included 
families with incomes running upward of $2,500 a year, so 
that the portions of the two earlier studies that parallel the 
results of the last study include only those incomes that are 
under $1,200 per year. The changes in dollar values in the 
intervening period, if they were to be taken into account, would 
show that according to the amount of real incomes the 1918- 
1919 study probably parallels the earlier studies quite closely. 

It is interesting to note the similarities in trends in all 
three of these studies and their correspondence with Engel’s 
laws of consumption. As incomes grow larger, the percentage 
expended for food declines and the percentage expended for 
miscellaneous items grows larger, but the variations in pro- 
portions expended for rent, fuel and light remain small. In 
these lines of expense Engel’s laws are verified. Clothing ex- 
pense shows the greatest variation from Engel’s law. 

The study made by the U. S. Department of Labor in 
1918-1919, in codperation with the National War Labor Board, 
was obviously an attempt to secure comprehensive information 
to be used in the settlement of wage disputes. However, labor 
conditions changed so completely between the time when the 
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study was made and the time the report was issued, that it has 
had but little if any use in the lines intended. It has, however, 
been extensively used as a means for checking the U. S. 
Bureau of Labor Statistics index of the cost of living. 

Several other important studies of the cost of living among 
various classes of people and based on family budget studies 
have been made since 1919. References to these studies will 
be found in the bibliography at the end of the book. Space 
may be taken here for mentioning only two or three which 
have been made in fields other than those covering wage-earn- 
ers. 

In November, 1926, a comprehensive study of farmers’ 
standards of living was completed under the direction of E. 
L. Kirkpatrick in the Bureau of Agricultural Economics of 
the U. S. Department of Agriculture. This study, which was 
carried on with the codperation of 12 colleges and universities, 
obtained the facts concerning the incomes and expenses from 
2,886 farmers, including owners, tenants and hired managers 
gathered from 11 different states and representing all of the 
principal types of farming, including general farming, dairy- 
ing, market gardening, fruit and tobacco raising, and so on. 
This study obtained comprehensive information on incomes 
and their sources, including estimates of the value of goods 
produced and consumed at home by the farmers such as on 
food products, fire wood, and even rental values of homes. 
Expenses were set up under the headings of food, clothing, 
housing, furnishings, household operations, maintenance of 
health, advancement, personal expense, insurance and unclassi- 
fied items. For purposes of easy comparison regret may be 
expressed that this classification does not follow the same group- 
ing of items used in the study made of industrial workers by 
the U. S. Department of Labor. However, regroupings have 
been made so far as possible, so that in references to this re- 
port in the following chapters some interesting and valuable 
comparisons have been made. 
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Light on the distribution of expenses in family budgets of 
clerical workers, professional families and families of business 
men has been obtained through such studies as the report of 
the study of cost of living of bank employees made by the 
Federal Reserve Bank of New York and published in the Fed- 
eral Reserve Bulletin, December, 1920. This comprehensive 
study of the family budgets of bank employees has been largely 
unused, probably for the reason that the information was com- 
piled during a period of very unusual cost of living conditions, 
1919-1920, just prior to the period of depression in 1920- 
1921, and therefore the information collected may not be rep- 
resentative of conditions under normal business. 

Probably a more helpful study indicating conditions of cost 
of living of clerical workers and families of business men 
under fairly normal business conditions was the cost of liv- 
ing survey published by the California State Civil Service 
Commission in 1923, to which references are made in the 
following chapters. 

A study of distribution of family expenses for families re- 
ceiving incomes above the levels of industrial and clerical work- 
ers is, “Getting and Spending at the Professional Standard of 
Living,” by Prof. Jessica B. Peixotto, covering 96 families 
of members of the faculty of the University of California for 
the year 1922. This report was published in book form in 
1927. A second comprehensive study of the expenses of pro- 
fessional families was published in 1928 by the Yale University 
Press. This study, “Incomes and Living Costs of a Univer- 
sity Faculty,” includes data from 272 families or individuals 
representing 63% of the Yale faculty. 

This review of important studies made on the cost of liv- 
ing by use of family budgets would not be complete without 
mention of the work of Leila Houghteling, late of the faculty 
of the University of Chicago, whose “The Income and Stand- 
ard of Living of Unskilled Laborers in Chicago,” is in some 
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respects the most comprehensive and practical study of family 
budgets made so far. 

It indicates quite definitely the minimum requirements of 
a standard of living below which it is unsafe for any family 
to fall. This budget study was based on completed schedules 
obtained from 467 unskilled workers in the city of Chicago 
during the year 1924. 


Taste XLIV. Disrrrution or YEARLY Famity ExpeNDITURES IN 
THE UNITED STATES FOR THE PRINCIPAL Groups OF ITEMS AND BY INCOME 
Groups AND BY OCCUPATIONS 


FARMERS 
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TaBLE XLIV. (Continued) 
N. Y. Federal Reserve Bank Individual Employees, 1919 
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8.4 19.5 2.4 Mise. | 10.0 12.9 | 36.7 i 
7.6 | 19.8 3.2 Misc. | 10.0 13.1 38.2 i 
7.1 | 20.1 a. Misc. | ro.0 | 13.3 39-§ i 
6.7 20.4 I 2 Misc. | 10.0 13.5 40 i 
6.4 20.7 I Mise. | 10.90 13.7 41.3 i 


Sources of information: 
* U.S. Department of Agriculture Bulletin No. 1466, The Farmer's Standard of Living,” 


1926, p. 29. 
bU.S. ‘Bureau of Labor Statistics Bulletin No. 357, ‘Cost of Living in the United States,” 


1918, p. 5, 
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The general distribution of expenses found in Dr. Hough- 
teling’s study does not differ greatly from the distributions 
found in former studies, but the detail in which the results are 
presented and the consideration given to such factors as dif- 
ferences in sizes of family, make this report more helpful than 
most preceding reports and at the same time assists in interpret- 
ing earlier budget studies. 

Table XLIV summarizes the findings of the more recent 
studies on the costs of living as determined by means of family 
budget by occupations as well as by income groups. 

From the foregoing it will be seen that information gained 
from studies of family budgets has had a wide variety of uses 
and a progressively important function in the settlement of dif- 
ficulties arising in our present-day economic life. A brief re- 
view of the purposes for which such studies have been made 
will indicate their growing significance. 

The earliest studies of costs of living by means s of family 
budgets, such as were made by Davies and Eden, were carried 
out with the express object of calling attention to the pitiful 
conditions of poor families, and by securing changes in social 
attitude, obtaining practical aid for them. Le Play and his fol- 
lowers used the family budget as an object of laboratory study 
to advance the sciences of economics and sociology. Ernst 
Engel’s interest in family budgets was partly in establishing 
a science of consumption and partly in an effort to secure im- 
provement in living conditions for industrial families with the 

* Cost of Livin Survey, Report of the California State Civil Service Commission, California 
State Printing Office, Sacramento, 1923. (Figures for laborer, wife and 3 children, p. 27. Fig- 
ures for clerk, wife and 3 children, p. 26.) 

4 National daeraatre Conference Board, Inc., ‘The Cost of Living in Twelve Industrial 
Cities,"”’ 1928, “Pst (Average taken from figures of 12 Cities.) 

* National Industrial Conference Board, 1926, “Cost of Living in New York City.” (Pig- 
child a eres a worker, wife and 3 children, p. 87; and figures for office worker, wife and 3 

Federal Reserve Bulletin, December, 1920, p. 1294. 

, Jessica B. Peixotto, ‘ “Getting and Spending.” Pp. 133. Percentages listed as house opera- 
tion in this tabulation include service, fuel and heat, garbage removal, light, household laundry 
and supplies, ieleviens and telegraph, personal cleaning aeolian house cleaning supplies, fur- 
niture and furnishings, stationery and postage and ice. any of these items are included in 
the miscellaneous percentage in other tabulations. 

* National Bureau of Economic Research, Vol. II, “Income in the United States,” 1918, 


P. 26. 
hg “Quantity and Cost Estimate of the Standard of Living of the Professional Class,"' Cost of 
Living Studies, Berkeley, California, University of California Press, 1928, 
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lowest incomes. Efforts such as Engel’s undoubtedly helped 
in the development of an advanced system of social insurance 
in Germany. 

In the United States the earliest studies, such as the reports 
of the U. S. Commissioner of Labor in 1890, 1891, 1897 and 
1903, were at least partly political. The earlier studies were 
frankly made to determine costs of living among workers in 
certain industries whose entrepreneurs desired protective tariffs 
on their products. These reports were used to support their 
contentions. The extensive study published in the Eighteenth 
Annual Report of the U. S. Commissioner of Labor published 
in 1903, definitely established the reasons for high wage rates 
in American industries and helped to fix the protective tariff 
system permanently in American political policy. 

From 1900 down to 1910 such family budget studies as 
were made, aimed mainly at assisting charity workers in de- 
termining the extent, kind and amount of relief needed for 
bare subsistence. From 1910 to 1916, family budget studies 
generally aimed at determining standards of living with mini- 
mum provisions for comfort as well as mere subsistence. 

Beginning with the period of the World War, the expres- 
sion “living wage’ came into general use although it had been 
made the title of a book published as early as 1906. In 1918, 
the National War Labor Board laid down the basic principle 
that wage-earners were entitled to a “living wage” and that 
the living wage should be sufficient to support health and rea- 
sonable comfort for the worker and his family. 

In studies made during the latter part of the war period, 
additions were made to the standards of living to include such 
items as “health and decency,” and more recently wage-earners 
through their trade union officials as well as other public- 
spirited citizens, have urged “a cultural standard of living.” 


Family Budget Studies Necessary to the Formulation of 
an Index of the Cost of Living—Most of the European gov- 
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ernments in common with Canada, Australia, South Africa, 
Japan and the United States, maintain continuous or running 
indexes of the costs of living which are regularly published in 
official documents. These indexes are now recognized as essen- 
tial guides to an understanding of current economic and social 
conditions and are regularly used in all considerations of eco- 
nomic readjustments. Such indexes not only reflect the costs 
and standards of living of the masses of industrial workers 
but they also indicate the changing conditions of interna- 
tional markets and the industrial competitive strength of the 
various countries. 

Index numbers of the cost of living began to come into 
use to some extent before the World War, but in the eco- 
nomic and political conferences following the war these index 
numbers were called into constant use. Consequently, the prac- 
tice of collecting the necessary information to set up such in- 
dex numbers spread very rapidly so that by 1927, according 
to the National Industrial Conference Board, not less than 
forty countries were compiling and issuing index numbers de- 
signed to show changes in the cost of living. 

An index number of the cost of living is usually constructed 
by taking averages of price fluctuations in the more important 
goods purchased and used in consumers’ households. How- 
ever, price variations from one period to another may ob- 
viously be very misleading as to their effects on consumers’ 
standards of living unless due regard is given to the importance 
in consumption of the commodities whose prices are followed. 
In order to give proper weight to the various commodities based 
on their importance in consumption, references are made to 
family budget studies. An item of general and extensive use is 
naturally given greater weight than one of limited use. Price 
changes in various commodities are handled accordingly. 

One of the main reasons now urged for carrying on de- 
tailed family budget studies in the United States as well as other 
countries is the possibility of using the information so gained 
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in correcting the current indexes of the cost of living. Recom- 
mendations made by the U. S. Department of Labor in 1928 
for another comprehensive cost of living study to supplement 
and correct the study made in 1918-1919, was urged on this 
basis alone. 

The importance of an accurate index of the cost of living 
is obvious. It may be presumed that in the future, periodical 
studies of a sufficient number of family budgets will be made 
almost continuously so as to show changes in habits of con- 
sumption. The rapid increase in purchases of automobiles and 
radio instruments, the changes in economic life resulting from 
the adoption and partial enforcement of prohibition, and the 
great extension of the system of instalment selling, which 
have occurred since 1919, are factors which have undoubtedly 
changed domestic budgets considerably, since the great fam- 
ily budget study was made by the U. S. Department of Labor 
in 1918-1919. Other changes have occurred in habits of con- 
sumption, for example, the decline in consumption of bread 
and flour and great increase in the consumption of fruits and 
vegetables. The remarkable changes in channels of distribu- 
tion including changes in types of retail institutions and in 
methods of advertising have undoubtedly caused changes in 
consumption, but in what way and to what extent is not known 
and cannot be measured until another comprehensive, detailed 
study of family budgets is made. 

It is probable that the next comprehensive study of family 
budgets will take into account a number of factors generally 
overlooked in preceding studies such as differences in occu- 
pation, location, both geographical and with reference to size 
and character of community, size and composition of families, 
education and social background of the heads of families, and 
so forth. It would be especially helpful if studies were made 
for the various occupations whose incomes run higher than 
for the industrial and low income groups surveyed in the past. 

Family budget studies also have a wide application in such 
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practical uses as: a basis of education in what constitutes 
efficient use of incomes; amounts that may properly be ex- 
pended for various human needs; how far and in what fields 
such credit devices as instalment buying may be justified; 
amounts that should be saved, and forms of thrift. 

Similarly, family budget studies, properly interpreted, may 
be used by producers and sellers in determining the extent of 
markets for various classes of goods and even for specific lines 
of merchandise. From this information there may be set up 
appropriate sales estimates and quotas so that production may 
be more properly balanced against consumer demand, 

One may reasonably expect from the scientific study of 
family budgets a set of practical generalizations on what, and 
how much, consumers consume of various commodities. From 
this basic information it may be possible to set up estimates 
of total consumption by communities or even larger divisions. 
While the expenditures for any given commodity vary widely 
with individual families, evidence so far collected seems to 
indicate that a very considerable proportion of the families 
within any income group distribute their expenditures for vari- 
ous classes of goods in a manner quite close to the averages 
for their groups. This fact makes family budget averages in- 
teresting and valuable to the business man. 

In conclusion, the objects served by family budget studies 
in the cost of living include the following : 


1. To determine the financial requirements for a bare sub- 
sistence standard of living. 

2. To determine the financial requirements not ainky for sub- 
sistence but also for rehabilitation of individuals or families that 
have fallen below the poverty line as carried out in modern chari- 
table practice. 

3. To determine the financial requirements for a standard of 
living including not only bare subsistence but also a minimum of 
comforts. 
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4. To determine the financial requirements of a fair, Ameri- 
can standard of living with provisions for health and decency. 

5. To determine the financial requirements making up a “living 
wage.” 

6. To determine the financial requirements of a “cultural stand- 
ard of living.” 

7. To aid in computing and correcting cost of living indexes. 

8. To prove the necessity for a system of protective tariffs. 

g. To aid in education of consumers in more efficient use of 
their incomes, better household management and thereby better 
living. 

10. To aid in determining reasonable limits of family expendi- 
tures on various classes of consumer goods. 

11. To aid in determination of the extent of markets for speci- 
fic lines of merchandise. 

12. To aid producers in setting up sales quotas or allotments and 
thereby help to balance production against potential consumer 
demand. 


Google 


CHAPTER XI 
THE STANDARD OF LIVING 


There is probably no term more frequently used in eco- 
nomic or business discussions than “The Standard of Living.”’ 
Capitalists, labor leaders, manufacturers, distributors and bank- 
ers refer to ‘“‘the standard of living’’ as if it were the ultimate 
fact in present-day life. Economists and sociologists meas- 
ure the welfare of the people by their standards of living. 
Charity workers who aim at scientific and efficient results 
make the standard of living the goal of their efforts to put de- 
pendent people on their feet. 

There is, however, in common usage, a considerable varia- 
tion in the meaning of the term. One finds that standard of liv- 
ing may mean almost anything from an irreducible minimum 
of necessities needed to support life to an ideal or desired, 
but unattained, way of living. In between these two extremes 
one finds such definitions as “Material requirements considered 
indispensable by individuals or groups” ; ‘“The measure of live- 
lihood for any given family unit in terms of income and ex- 
penditure”’; and “Habitual or customary scales of living.” 


Definition of Standard of Living.—By the term “standard 
of living,” as used here, is meant a customary or habitual scale 
of living. This simple definition has certain practital points 
in its favor. In the first place, it is probably the meaning most 
commonly and widely accepted. 

In the second place, it refers to something that is tangible, 
objective and roughly measurable in terms of money. What 
people desire or aim at may be highly important but is cer- 
tainly difficult of definition and more difficult of measurement. 
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A person’s desires are never constant, not even for the same 
individual. Moreover, the desire to consume always out- 
runs purchasing power, so that desires as such, may be, and 
often are, meaningless in economic life. 

A customary or habitual scale of living can be observed, 
checked, counted and compared. It may be measured by the 
money cost required to supply what makes up that habitual 
or customary scale of living. Such measures cannot be ap- 
plied in any other use of the term. 

The standard of living as defined here includes a great 
many things. Obviously, it means food, clothing, shelter and 
its furnishings, automobiles and other material equipment. Not 
so obviously, but equally truly, it includes education, entertain- 
ment, recreation, the possibilities of savings and provisions for 
illness, old age and dependency. 

The physical requirements of the standard of living are vari- 
ously classified. Most of such classifications agree on divisions 
of food, clothing and rent, but wide variations appear in the 
classifications of the remaining items. The U. S. Bureau of 
Labor Statistics, in its study of the “Cost of Living in the 
United States,” adds general divisions on fuel and light, furni- 
ture and furnishings, and miscellaneous items. 

Miss Peixotto of the University of California, in connec- 
tion with cost of living studies which she has made, presents 
a comprehensive classification under the headings: food, cloth- 
ing, housing, house operation and miscellaneous items. In Miss 
Peixotto’s classification, housing includes rentals or interest on 
the investment in the home, taxes, repairs, water, cleaning and 
fire insurance. Under house operation is included service, re- 
placements, fuel, laundry sent out, gas, telephone, electricity, 
personal cleaning supplies, ice, house-cleaning supplies, sta- 
tionery, garbage removal, and fire insurance on furniture. The 
miscellaneous group covers everything else, including savings 
and life insurance. 

E. L. Kirkpatrick, Associate Agricultural Economist of the 
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U. S. Department of Agriculture, gives a detailed classification 
under the following headings: food, clothing, house furnish- 
ings and portable equipment, operation, maintenance of health, 
advancement, taxes, personal expenses, life and health insur- 
ance, savings and investments, and unclassified or miscellaneous 
expenses. 

The classification for housing made by Miss Peixotto and 
by Kirkpatrick, which are similar, are decided improvements 
over the earlier classifications which treated rent as an item 
separate from improvements, repairs and so on. Note should 
be taken that Miss Peixotto includes taxes under housing, 
whereas Kirkpatrick makes a separate division for taxes. 

Kirkpatrick’s classification of furnishings and portable 
equipment is somewhat comparable with the classifications of 
furniture and furnishings used in the U. S. Bureau of Labor 
Statistics, “Cost of Living in the United States.” In addi- 
tion to items included by the latter, Kirkpatrick’s classification 
includes kitchen utensils, musical instruments, pictures and orna- 
ments which are included by the Bureau of Labor Statistics 
under miscellaneous items. 

Kirkpatrick’s classifications of maintenance of health, taxes, 
personal insurance, life and health insurance, savings and in- 
vestments are logical and helpful. From the standpoint of 
the study of consumption and consumer demand, it would have 
been advantageous to make certain, further classifications of 
items included by Kirkpatrick under operation and advance- 
ment. Miss Peixotto’s classification of house operation seems 
more helpful than Kirkpatrick’s. Certainly nothing is to be 
gained by including costs of automobiles and their operation 
with the costs for fuel, laundry, cleaning supplies, telephone 
* cost, electricity and so forth. The automobile’s place in Ameri- 
can life is so important that studies of family budgets should 
certainly give a separate classification to the outlays for this 
item. 

The classification termed “advancement” used by Kirkpat- 
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rick and many other writers in the field of consumption seems 
rather meaningless. What has the average family’s reading 
of the popular magazines and ordinary newspaper material 
to do with advancement? What do these studies of consump- 
tion mean by including playing cards and other indoor games, 
sports, amusements, dances, parties and so on, as advancement ? 
A much better classification in the opinion of the writer would 
be to subdivide into two classes one of formal education and 
the other of amusement and leisure. The questions brought 
out by the proper interpretation of the word, advancement, may 
well be left to the theorists and philosophers dealing with 
human welfare. To ordinary mortals there may still remain 
the doubt as to whether most of these expenses mean advance- 
ment or retrogression. 

A classification that would prove most helpful from the 
standpoint of the study of consumption, but one which can- 
not be followed here for the reason that this work is depend- 
ent upon results presented in other studies, is as follows: 


1. Food. 

2. Clothing including all expenses for the care, upkeep, re- 
pairs and replacements. 

3. Housing including rentals or fair rental valuation on 
homes owned, taxes, insurance, repairs and depreciation. 

4. House operation including fuel and light, water, ice, tele- 
phone, cleaning supplies, laundry sent out, garbage 
removal, hired household labor, insurance and taxes on 
household furnishings and equipment. 

5. Furnishings and equipment including furniture of all 
kinds, kitchen and other household utensils, furnishings, 
tableware, tools, sewing equipment and so on. 

6. Taxes of all kinds not already included under housing and - 
house operation. 

7. Automobile costs of all kinds. 

8. Maintenance of health. 

g. Life and health insurance. 

10. Personal expenses including service of barbers and hair- 
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dressers, confectionery, chewing gum, tobacco, liquor, 
gifts, jewelry and toilet articles. 

11, Education. 

12. Amusements and leisure including ordinary reading mat- 
ter, music, indoor games, sports, hobbies, clubs, social 
organizations, parties, movies, vacations and pleasure 
trips. 

13. Miscellaneous items including carfare, contributions, 
postage, undertaker, and cemetery, moving expenses, 
exceptional items, emergencies and so forth. 

14. Savings. 


In addition to the materials or goods required to make up 
the standard of living, it also comprises the manner of living, 
essentially the manner of consumption of those materials. To 
illustrate, under one standard of living, food must be served 
nicely with linen, china, glass, silver and so forth, while under 
another standard of living the same food may be consumed 
from a table covered with oil cloth or no cloth at all. The 
manner of consumption of goods may be even more distinctive 
and characteristic of differences in standards of living than 
the actual goods consumed. 

The standard of living also comprises the requirements for 
proper appearance and standing in social relations. Decency 
and respectability on the one hand and the desire to make a 
favorable impression, to lead or to dominate in one’s social 
circle, are powerful incentives affecting the expenditures for 
dress, home furnishings, automobiles and even foods. 

Highly important in the standard of living are marriage 
and children. Some economists define the standard of living 
as including those things which are considered more important 
than marriage. A more correct statement would include mar- 
riage as one of the factors of the standard of living. High 
ambitions, accompanied by serious struggles to raise the stand- 
ards of living cause postponement of marriage and, indeed, in 
many cases the decision not to marry at all. Other considera- 
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tions sometimes come to occupy a more important place in the 
standard of living than does marriage. As the general stand- 
ard of living rises, its importance seems to decline. The tend- 
ency to postpone marriage, unless other material conditions can 
first be adequately satisfied, grows as the wealth and income 
rises. It has long been noted that the marriage rate among 
young people in the poorer classes is higher than among the 
young people who are prosperous or even fairly well-to-do. 

The birth rate is even more sensitive to changing conditions 
in the standard of living than the marriage rate. If the ad- 
dition of a child to the family means the sacrifice of some part 
of the customary or habitual standard of living for the parent, 
as must often be the case, then the decision more often than 
not is to do without the child and maintain the standard of liv- 
ing. To modern parents in western nations there are many 
things that are considered more essential to life and happiness 
than children. The effort to maintain the standard of living 
in these respects is probably the most important cause of the de- 
cline of the western birth rate. 

Working conditions also make up a significant part of the 
standard of living. While the latitude within which most people 
exercise choice, relative to working conditions, is not great, cer- 
tainly the desirability of a job is affected by such conditions. 

Among such working conditions as are considered important 
are the length of the working day for which trade unions have 
fought so hard and so long, the rate of work, the degree of 
drudgery, the opportunities for self-expression in the work, 
and the association with likable companions. All of these en- 
hance the value of the position, and in time become desired 
as essentials and a part of the standard of living. Any change 
from these provokes firm resistance. 

The prestige or reputation of a concern is enjoyed by its em- 
ployees. There are multitudes of people who would rather 
work for a concern of high reputation, even at lower wages, 
than elsewhere for more income, It is a matter of common 


Google 


THE STANDARD OF LIVING 247 


observation that many sub-executives are attracted and capti- 
vated by titles and fine office surroundings and prefer them to 
positions with no titles and poor surroundings but with higher 
salaries. 

That working conditions do constitute a part of the standard 
of living is a fact that has probably not been given sufficient 
consideration by employers of labor. The few who do under- 
stand this widespread trait in human nature have profited im- 
mensely by attracting higher grade workers, sometimes at lower 
wage costs, through the medium of better working conditions. 
Such concerns have less labor turnover and less labor trouble. 


Implications of the Standard of Living.—The standard 
of living is indeed the ultimate fact in economics. The pres- 
ent standards are the objective results of our industrial civili- 
zation and the economists are quite right in considering them 
as the measures of that civilization. All production is destined 
for consumption. It may readily be admitted that human 
beings find a certain amount of satisfaction in the activities 
of production. It is also true that the capacity for this type 
of satisfaction may and should be encouraged; but, as our 
present economic life is organized, the joys of production, for 
most of its workers, are minor to the satisfactions of con- 
sumption. The desire to consume is obviously the main mo- 
tive for working and producing. Most of the satisfactions of 
life are associated with, and come from, consumption. It is 
clear, then, that it is of great importance to study the current 
standards of living and their underlying human motives. It 
may not be beyond the bounds of hope that such study may 
result in more rational standards of living insuring more happi- 
ness and satisfaction therefrom. 


Meaning of a High Standard of Living —The prevailing 
standards of living to a great extent reflect the adaptability, 
foresight and general intelligence of the people. A higher 
standard of living, for example, usually means a greater variety 
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in diet which, in itself, not only assures more healthful living 
but also protection against suffering in periods when there is 
a shortage of particular foods. People with low standards 
of living, largely dependent upon single items of diet such as 
rice or potatoes, undergo terrible sufferings when there is a 
shortage of these staples in their diet. In the food famine 
in Ireland in 1845 and 1846, due to the shortage of the potato 
crop, the dependence of a large part of the population upon this 
food and lack of organization for procuring or producing other 
foods resulted in very great hardship. It has been asserted that 
much of the suffering could have been averted if the people’s 
food habits had not been so fixed. Fish was plentiful in the 
streams, lakes and ocean during the period but the consump- 
tion habits of the people made it difficult for them to adjust their 
diet without the customary potato ration. 

A higher standard of living makes possible a greater de- 
gree of self-expression and with that a greater sense of free- 
dom. As the standard of living rises it usually carries with it 
a heightening of morale and an increase in ambition. This, 
at least, prevails in the lower income ranges. Among people 
who have struggled successfully to reach higher standards, am- 
bition and drive in many cases begins to lag, but, in most cases 
a moderately high standard of living undoubtedly tends to stim- 
ulate further development in all forms of human activity. 
Contrary to the view sometimes propounded that genius thrives 
best in poverty and garrets, the highest culture and the most 
complete expression of the arts has always enjoyed a fairly 
high economic basis. 


Psychic Nature of Higher Standards—Beyond the bare 
necessities of life, such as food sufficient in calories and other 
elements necessary to produce the required amount of heat, 
energy and repair material for the human organism, clothing 
and shelter for protection against the elements, the standard of 
living is essentially a development of the mind. It comprises 
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or includes that which people think they must have and have 
the means to secure, rather than what they objectively need 
to live. In fact, instances are common enough in which people 
with fair-sized incomes and presumably high standards of liv- 
ing actually suffer from undernutrition or malnutrition through 
overemphasis of expenditures on goods other than foods. 


Importance of Standard of Living to Social Position.— 
The standard of living is always related to the feeling of self- 
respect. There are always considerations of what is decent, 
appropriate and likely to cause a favorable impression on 
others. There is always the desire to avoid the feeling of in- 
feriority, to proclaim one’s equality or even superiority to one’s 
fellows through methods of consumption. Beyond the pangs 
of abject hunger which most people in modern countries rarely 
feel, these social desires and feelings are all dominant. Thus, 
the standard of living is the expression, so far as possible, of 
individual adjustments to social life. Consumption supplies 
an avenue through which to carry out one’s desires for self- 
realization among one’s associates. Through consumption 
more directly than in any other way the individual determines 
and develops his social position and escapes from feelings of 
isolation and loneliness. 

One of the explanations for the consumption of intoxicat- 
ing liquors is the illusion, created by the intoxicants, of personal 
and social importance. The failures, the stunted, the repressed, 
the futile, the no-goods, the underlings, the defeated, all ex- 
perience the emotion of importance under the spell of alcohol. 
Counterfeit though it be and accompanied by prompt disillusion- 
ment, alcohol in its many forms is the cheapest and easiest 
method of escape for those who are afraid of reality. 


Standards Long Maintained Not Easily Changed.—The 
standard of living becomes fixed in the habits of consumption 
and, like all other habits, these may not easily be changed or 
broken. This psychological basis of the standard of living ac- 
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counts in part for the resistance made both by groups and in- 
dividuals against changes, particularly downward trends. In 
addition to the natural inertia and dislike for change, the feel- 
ings of loss of self-respect and of defeat accompanying the 
forced necessity of accepting a lower standard of living are 
probably still stronger. 


Variations in the Standards of Living and Their Causes 


A study of standards of living shows wide variations which 
may be conveniently classified as follows : 


. Personal or individual differences, 

. Historic changes. 

. Geographic variations. 

. Occupational and social variations. 

. Differences due to education and natural ability. 

. Differences due to size of family. 

. Differences due to amount of wealth and income. 
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Personal or Individual Differences.—One finds differences 
that are apparently due to personal likes and dislikes solely, 
showing but little adherence to any rule other than that of 
special desire and ambitions. Even families within similar 
economic and social conditions show a certain amount of varia- 
tion in the proportions of income expended for the various 
items making up the family budgets. One family spends more 
on its food, another family spends more on its clothing and a 
third spends more on automobiles and their upkeep, than others 
within their group. 

At first sight these individual differences seem highly im- 
portant. Since they follow no known rule of rhyme or reason, 
they apparently stop any possibility of a scientific treatment of 
consumer demand. A little more study, however, reveals their 
exceptional character, for within similar groups of people, of 
the same occupations, the same sizes of families and enjoying 
the same incomes, methods of consumption group themselves 
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closely around the averages, and the more striking the individual 
difference, the more exceptional and rare it turns out to be. 
The outstanding fact about human consumption is its tendency 
to conform. Among any group of similarly situated people 
the likenesses in ways of living are very much more frequent 
than the differences. 


Historic Changes——The history of the development of 
civilization might very properly be written as the story of the 
struggle of the human race to raise its standards of living. The 
chief purpose of all social organizations is, and always has been, 
to insure the maintenance of current standards and so far as 
possible to secure improvements. Societies as well as indi- 
viduals struggle against declines and fight for increases. 

Under the most primitive stages of human life the standard 
of living consisted merely of rough shelter, food such as might 
be secured by hunting and fishing, and the crudest of clothing. 
There seem to have been no surpluses among early communi- 
ties. When food was plentiful all shared and when food was 
scarce all suffered hunger. Life at best was meagre and cruel, 
famines were frequent, and comforts, such as now known, were 
not existent. Even the poorest economic classes of the present 
day are probably better off than the most fortunate people under 
primitive conditions. 

Society’s upward struggle through the various economic 
stages has been a long battle, not always victorious, aimed at 
the conquest of famine and the elements. It gradually resulted 
in the ability to produce more than was needed from hand to 
mouth, day by day. Such surpluses of the necessities of life 
were at first available for the few, but gradually the surplusey, 
have become available for an ever-increasing number. Inven- 
tion, organization and capital were the means by which these 
surpluses were created. Much progress has been made toward 
securing a fuller satisfaction of the material wants of increasing 
numbers of people. For the first time in the history of the 
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world it may now probably be asserted that the productive 
mechanism has caught up with population and that with proper 
distribution of the goods, on the one hand, and of purchasing 
power, on the other, all elementary wants of all people now 
living could be cared for. That this result has not yet been 
accomplished is an indictment upon our economic systems of 
distribution of goods and of the means of purchasing goods. 
That there should be the means of ample production on the 
one hand and hunger and starvation for products on the other, 
for no other reason than a failure to work out a decent dis- 
tributive system, is a business condition that will not long be 
tolerated. 

There is still poverty in even the most advanced countries 
in the world and even under the most favorable economic con- 
ditions. Some of it is unavoidable for reasons inherent in 
individuals, but beyond such cases the blame for the fact that 
there is not always enough food, clothing and shelter to go 
around must rest squarely upon the business men and economists 
of our time who haven't solved the problems of distributive 
justice. During periods of depression poverty spreads rapidly. 
The demands upon charity are never ceasing. Inthe main, how- 
ever, it is probable that present suffering from want of the 
necessities of life is neither so intense nor so extensive as in 
earlier times. : 

A study of the facts concerning economic and social condi- 
tions of past times indicates that the rise in the standards of 
living has not been regular. There have, indeed, been periods 
of relatively high standards followed by other periods of lower 
standards. The upward progress has been very irregular. It 
is probable that a majority of the people living in Rome during 
the best days of the Empire enjoyed a fairly high standard of 
living, one much higher than enjoyed by most people in the 
medieval period following. 

During the fifteenth and sixteenth centuries, following the’ 
Middle Ages, large numbers of people in Europe again began 
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to enjoy fairly high standards of living. Since then there have 
been ups and downs but a general long time trend of improve- 
ment. Very much better standards of living did not become 
available for the masses of the people until after the end of the 
nineteenth century. By the help of modern production, trans- 
portation and communication, western society has now secured 
higher standards of living for most of its members. 

Records of cost of living studies compiled at various times 
during the nineteenth century make a historic comparison of 
the standards of living among working classes possible. In 
Eden’s study of 73 English family budgets published in 1796, 
an average of 73% of the entire family income was required 
for food. In Engel’s studies of Belgian budgets published in 
1853, 66.9% of the total income was required for food. In 
Le Play’s study of over 100 budgets from Central Europe com- 
pleted in 1889, 56.8% of the total income was required for food. 
According to the report of the U. S. Commissioner of Labor for 
1890-1891, 41.1% of the total working family’s income was 
expended for food; and in the U. S. Department of Labor’s 
study of 1918-1919, 38.2% of total expenditures were for food. 

In so far as these figures may be considered typical they 
represent a very revolutionary change in the standard of living 
of working people. There was the declining proportion of total 
expense for food which is highly significant, but there was also 
the steady rise of expenditures for, and consumption of, other 
items such as clothing, home furnishings, maintenance of health, 
personal advancement, insurance, savings and so on. 


Changes in Consumption in England—Specific facts re- 
garding the changes in standards of living during the past are 
difficult to find and such facts as are available, obviously, need 
careful interpretation. For example, change in consumption 
from one variety of food to another does not necessarily mean 
either an increase or a decline in the standards of living and 
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there have been many such changes. Changes in consumption 
from meat to cheese, eggs and dairy products may mean nothing 
to the standard of living, although such changes might dis- 
locate great industries. Similarly, changes from consumption 
of tea to coffee are interesting phenomena but are scarcely sig- 
nificant to the standards of living. The costs in these changes 
remain the same. Standards are affected only when values are 
changed. 

The changes in consumption of food in England during the 
last seventy years have been studied with considerable accuracy. 
The per capita consumption of certain commodities has shown 
progressive increases, while on others there have been declines. 
Of the commodities whose consumption has shown increases 
the most important are meat, milk, butter, cheese, tea and sugar. 
The per capita consumption of meat of all kinds was nearly 
twice as great in the years just preceding the World War as it 
was in the 1860’s. The per capita consumption of milk and 
other dairy products also practically doubled. Tea and sugar 
per capita consumption more than doubled in the same period. 

On the other hand, the consumption of wheat and other 
cereals just about held their own. The consumption of coffee 
showed a slight per capita decline and there was a decline of 
nearly 40% in per capita consumption of potatoes. 

Taking the standards of food consumption measured in 
calories, it has been estimated that during the middle of the 
nineteenth century not less than one-quarter of the English 
population appeared to have been insufficiently fed. In the 
period from 1860 down to 1880 real wages increased about 
32% and the standard of living showed a proportional increase. 
Food consumption naturally increased but the percentage of 
total income expended for food declined while percentages ex- 
pended for clothing, shelter, miscellaneous items and money sav- 
ings increased. 

Sir Josiah Stamp has pointed out that the standard of living 
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in England since the World War has been slightly lower than 
it was in 1913-1914. The progressive upward increase in the 
standards of living that took place during the latter part of the 
nineteenth and early twentieth century appears to have culmi- 
nated in 1914. The World War caused a serious set-back from 
which there has been but slight gradual recovery down to the 
present time. 

It seems certain that in England the per capita consumption 
of several commodities such as meat, wheat flour and bread, 
rice and sugar has declined since the pre-World War years. 
On the other hand, there appears to have been increases in per 
capita consumption of eggs, dairy products and potatoes. The 
expenditures for fruits and vegetables are increasing and the 
expenditures for tea and coffee are apparently declining. The 
food value of the English dietary since the war, despite the 
changes in consumption of individual items, is seriously only 
holding its own. The amount of expenditures for food in rela- 
tion to total expenditures appears to have declined somewhat, 
although the evidence presented upon this point is not con- 
clusive. 


Changes in Consumption in America.—American stand- 
ards of living, particularly as applied to food consumption, are 
not to be compared with English conditions. In America the 
agricultural resources and abundant production of food prod- 
ucts from the earliest days resulted in a more general consump- 
tion of much larger quantities of meats and foods than in 
England. Descriptions of the standards of living in America 
during the 1870’s and 1880’s generally agree on the point that 
overeating rather than undernourishment constituted the prob- 
lem of large numbers of the people. The low standards of liv- 
ing that prevailed in England have never threatened large masses 
of American people other than in factory and other industrial 
cities. The conditions of American factory workers began to 
receive notice by 1890 and have since received much attention. 
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Factory workers have been the objects of study in almost all 
family budget studies that have been made since that time.” 


Geographic Variations ——There is a very wide variation in 
the standards of living and food habits among the peoples of 
different countries. This fact may be easily observed among 
immigrants who have recently arrived from other countries and 
who have brought with them their habits of consumption from 
their home lands. Thus, the Scotch desire their accustomed 
porridge and haggis; the people of Lombardy their risotto; 
the Italians their minestra, vermicelli and macaroni ; the Chinese 
their rice; and the Hindus their curry. In the matter of drink- 
ing, consumption habits are also difficult to change, as the Eng- 
lish are accustomed to ale, whisky and soda; the Germans to 
beer ; the French to wines and absinthe; and the Irish to whisky. 

Standards of living obviously differ for different races and 
nationalities, and it is interesting to observe the changes that 
take place, and the gradual development of new standards as the 
opportunity to earn American wages presents itself. 

The standards of living in some countries, particularly in 
the Orient, are notoriously low. Whereas the average American 
working class family spends from 36% to 40% for food, it is 
not unusual for working class families in China and India to 
spend as high as 75% to 90% of their income for food. Ob- 
viously, when so high a percentage of the income is expended 
for food, it means, first, that the income is very low and sec- 
ond, that even the food purchased is poor in quality. In fact, 
the food of the Oriental workman consists largely of rice, millet 
and other cheap vegetable foods. Where there is so much of 
the total income expended for food, practically nothing is left 
for other items. Clothing and shelter drop to the lowest levels. 
The miscellaneous items are practically non-existent. 


1W. A. MacKenzie, “Changes in the Standards of Living in the United Kingdom, 
1860-1914," Economica, London, October. 1921; E. A. Winslow, ‘‘Changes in Food 
Consumption Among Working Class Families,” Economica, London, October, 1922. 
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From the low standards found in the Orient there are 
various gradations among the other nations. In Russia, Fin- 
land, certain parts of France, Belgium, Italy and Algiers, the 
expenditures for food among workers exceed 60% of the total 
family budgets. In Czecho-Slovakia, Latvia, Esthonia, Ger- 
many, Ireland and certain sections of England and France, the 
expenditures for food exceed 50%. Expenditures amounting 
to less than 40% for food for the masses are to be found in 
Australia, Canada, New Zealand, South Africa and as already 
pointed out in the United States. 

The unusually high standards of living enjoyed by the 
American people and the fear that these standards may be en- 
dangered by competition with working people in other countries, 
has been one of the chief arguments for the enactment of high 
tariff walls and more recently for the immigration restrictions 
in the United States. Restrictions on immigration in some 
cases are due to racial differences and fears, but more important 
than the racial antipathies are the fears that unrestricted immi- 
gration of people with lower standards will cut the prevailing 
standards for all. 

In the consumption of other commodities, the “Cost of 
Living in the United States” offers very little help in tracing 
differences from one geographical section to another. It ap- 
peared that the percentages expended for clothing run some- 
what higher in the South Atlantic sections than in the others. 
There was greater frequency in the employment of servants 
and household help in the South than in the North. A higher 
percentage of families in the South also had laundry done out- 
side of the home than in any other section. 

Houses averaged somewhat smaller in the South for people 
of the same incomes, but there are many exceptions. The ex- 
penditures for fuel and light in the extreme North were also 
somewhat higher than in the extreme South due, no doubt, to 
the differences in climate. The use of automobiles was more 
general in the Western and South Central sections than in the 
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others. Expenditures were more general and also higher for 
medical service and medicines in the South and West than in the 
Northern sections, but the undertaker got the most in the West- 
ern and North Atlantic sections. 


Occupational and Social Variations—Standards of living 
vary considerably with occupations. Generally such variations 
may, in part, be accounted for by differences in earnings; thus. 
the earnings of a skilled building trades workman or a loco- 
motive engineer are considerably higher than the earnings of 
a semi-skilled factory worker and still more than the wages ot 
an unskilled laborer. The differences in standard of living 
among these classes of workers are probably due more to differ- 
ences in income than to differences in occupation. 

Obviously, however, the expense for certain items, as for 
food, must be higher, even where incomes are the same, among 
families whose breadwinners are engaged in very heavy physi- 
cal labor than among others whose labor requires less expendi- 
ture of energy. Miners, lumber men, farmers and other 
laborers engaged in heavy work require almost 50% more food 
than do men engaged in light factory work. Outdoor workers 
generally require a greater amount of food than do indoor 
workers. Thus, farmers expend from 3% to 5% more of their 
incomes for food than do industrial workers at all comparable 
income levels. 

The differences in standards of living become accentuated, 
however, in passing from occupations such as the skilled trades 
to clerical and semi-professional work even at the same earnings 
or incomes. The percentages expended for food decline and 
there are larger expenditures for clothing to support the ‘‘white 
collar” appearance and there is even a greater change in the 
expenditures for clothing for the wife and children and for 
home furnishings. The social position of the clerical worker, 
the sub-executive, and the professional man set their require- 
ments for clothing, home and furnishings. In the lower income 
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levels both the proportional and actual expenditures for food 
made by clerical and semi-professional groups crowd closely 
upon the actual physical requirements for food. Clothing and 
other needs of such workers are so dominant as often to limit 
food expenditures even dangerously. 

The expenditures for clothing for the wives in the families 
in the various occupations differ even more than do the expendi- 
tures for men or for the families as a whole. In farmers’ 
families the expenditures for clothing for women are slightly 
greater than for men, but the difference is not important. In 
all of the industrial classes the expenditures for clothing for 
men run higher than for women. In the higher income levels 
found among clerical and professional workers and among small 
business men the expenditures for women’s clothing become 
progressively greater than for men’s clothing. In the higher 
standards of living the amount expended for the wife’s clothing 
exceeds the amount expended for men’s by 50% or more. 

The percentages for rent, furniture and furnishings and 
miscellaneous expenditures likewise probably vary with the oc- 
cupational groups, but in what proportions is not known. The 
amount paid out for rent by the clerical and professional group 
in most cases exceeds that paid out by any of the industrial 
or farmer groups. 


Differences Due to Education and Natural Ability — 
There are undoubtedly considerable differences in the standard 
of living due to differences in education, to skill and managing 
ability of the heads of families and especially of the home- 
makers. There is very little information available indicating 
just how much difference education and skill in household man- 
agement makes in the standard of living, but we can be sure 
that there is a difference. In Kirkpatrick’s “Farmer’s Standard 
of Living,” the distribution of expenditures for the main head- 
ings, food, clothing, rent, furnishings and so on, were worked 
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out in accordance with the amount of education of the farm 
operators and home-makers.? 

No correlation was attempted in this study between stand- 
ards of expenditures for food and the education of the farmer 
or the home-maker. It appeared, however, that the greater 
the education, the higher the proportion of expenditures for 
clothing and, even more definitely, the higher the expenditures 
for the principal miscellaneous items. These figures seem to 
indicate that the higher the education of the farmer and par- 
ticularly of his wife, the higher the expenditures for these 
classes of goods. There is no way of determining which is the 
cause and which is the effect. Do educated farm families spend 
more for clothing because they are educated or because they 
have more to spend? Does education increase desires to spend 
more? Does education tend to make farmers better money 
makers? Does it have both effects? These are important but 
unanswered questions. 

Further facts are necessary before any final conclusions can 
be drawn as to the precise effects of education and training on 
the standard of living. In the “Cost of Living Survey” of the 
California State Civil Service Commission, published in 1923, 
in an effort to establish the minimum costs of practical stand- 
ards of living for the laborers, clerks and executives, it was 
assumed that 5% might be deducted from the total require- 
ments to support a family under careful, skilful, household 
management. 

This, in the opinion of the writer, is a modest estimate. 
Without any evidence other than personal observation, the 
opinion is ventured that by careful exercise of choice and skilful 
buying such as might be exercised by a well-educated and ex- 
perienced housekeeper, it may be possible to save as much as 
10% and still maintain the same standard of living, or to raise 
the standard of living to the extent of 10% at the same cost. 


2 E. L. Kirkpatrick, ‘‘Farmer’s Standard of Living,” U. S. Department of Agricul- 
ture Bulletin No. 1466, pp. 44-45. 
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This, however, is a view with which there may be differences 
of opinion. 

While there might be objection to the possible percentage 
of saving or gain, there can hardly be any difference of opinion 
as to the importance of careful management. Education in 
home-making should not only result in a growing desire for a 
higher standard of living costing more and more money but also 
in increasing the ability to get more for the money expended. 
Anything short of this means wasted opportunity in education. 
Educational institutions in home economics owe it to themselves 
and to the promotion of their services to society to make the 
necessary studies to determine what effect the education given 
has had upon the standards of living and the costs of achieving 
these standards of living among their graduates. 


Variations Due to Differences in Size of Family and 
Wealth and Income.—In conclusion, it has been seen that 
standards of living may vary according to education, economic 
progress, geographical differences and occupations. The main 
causes of variations, however, as discussed elsewhere, are dif- 
ferences in home and differences in size of family. Differences 
in standards of living due to differences in size of family and 
differences in wealth and income are comprehensively discussed 
in other chapters. Their mention is sufficient at this point. It 
should be kept in mind, however, that as of any given time and 
any given set of general economic conditions the amount of 
income and the size of family are the most important factors 
in the determination of the standard of living. Amount of 
income and size of family are the most logical bases upon 
which to construct a classification of standards. 


Efforts to Raise Standards of Living 


The urge to raise the standards of living is a common desire 
of most people regardless of their station in life and of their 
present standards of consumption. This urge is probably in- 
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stinctive in origin but it is supported and stimulated by nu- 
merous factors in our everyday life. An enumeration of some 
of these factors will prove helpful to its understanding. 


How Desires for Higher’ Standards Are Stimulated 


One of the most effective factors in stimulating the desire 
for a higher standard of living in this country is popular edu- 
cation. One of the first and most important effects of education 
is that it arouses the desire to spend more money. Each addi- 
tional year of education from the kindergarten through the uni- 
versity seems to add to the lists of things wanted. Although 
the influence is general, the immediate effect is perhaps most 
noticeable among the children of immigrants. Through the 
schools these children usually acquire ideas and ideals of newer 
and higher standards and in the course of a generation the ad- 
justments are completed. Clothing, sports, amusements and 
social forms are the first to be changed. Food and household 
furnishings follow soon after. 

In the rural districts the country schools were for many 
years the principal channels through which ideas of higher 
standards and manners of living were promulgated. The per- 
sonal influence of the teacher, was, perhaps, more effective than 
the subjects studied. However poor her preparation for her 
work, the rural teacher in most cases represented to her pupils a 
higher culture and a higher standard of life than that enjoyed 
in the majority of the homes from which the school children 
came, so the country teacher’s manners, language, dress and 
ideas were quietly but steadily absorbed. Country standards 
of living owe much more to country schools than has hitherto 
been believed to be the case. 

With the consolidation of country schools and the attend- 
ance of the older boys and girls, even for brief periods, in near- 
by village and city schools, additional contacts are made with 
people and with ideas of still higher standards of living. Other 
important influences, such as the automobile and travel, have 
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added new sources of ideas and ideals on how to consume but 
it is still probably true that the public school system is the most 
important factor in the spread of higher standards of living 
for the masses. 

The automobile, together with good roads, has practically 
eliminated the isolation of country people. There probably is 
scarcely a single farm family in the United States today that 
lives more than two or three hours’ travel by automobile to a 
good trading center, a place in which there live people of higher 
incomes and higher standards of living, as well as a place in 
which to buy goods with which to satisfy these higher standards. 

The influence of the moving picture theatre, now found in 
almost every city and village and attended by an average of 
more than 20,000,000 people daily, on the standards of living 
is obvious. People not only enjoy the stories of the screen 
but also, either consciously or unconsciously, learn methods of 
consumption and new ideas about ways of living from the 
people depicted on the screen. It is quite possible that some of 
the ideas so learned are highly superficial. The customary 
tendency to depict scenes of extravagant splendor and wasteful 
consumption may have its evil effects but screen stories of the 
common life, even when couched in tense dramatic terms are 
scarcely ever as successful as scenarios showing more expensive 
standards of living. The masses look for it and producers give 
it to them. There can be no denying that the movie serves 
as a stimulant to the imagination of the average consumer. 

Theatres, lectures, and musical events likewise have im- 
portant effects in spreading ideas of consumption such as fash- 
ions, but none of these is nearly so important in scale as the 
movie. 

Expositions and fairs have been important factors in in- 
fluencing the standards of living of the people of this country. 
The Centennial Exhibition held in Philadelphia in 1876 was 
one of the most important events in the history of this country 
in the establishment of new trends of consumption, particularly 
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in such goods as home furnishings. People came from all parts 
of the United States to see this exposition. Many of the locali- 
ties from which they came had but recently risen from primitive 
conditions. Others were still decidedly pioneer communities. 
The visitors at this fair gained multitudes of impressions con- 
cerning table service, silver, glass, furniture, pictures, statuary, 
home furnishings of all kinds, fabrics, clothing and many other 
items. 

The World’s Columbian Exposition in Chicago in 1893 
introduced new types of architecture and building decoration to 
the consumers of this country. These styles continued to exer- 
cise a decisive influence on home building and furnishings for 
many years following. The Chicago Exposition marked the 
end of the era of building of homely, ugly structures in imita- 
tion of Romanesque and gave tremendous impetus to new styles 
mainly Gothic in line and design but embodying modern im- 
provements. Home building after the Chicago Exposition be- 
came something very different from what it had been prior to 
1893. 

The Exposition of Industrial and Decorative Arts held in 
Paris during 1925 is another instance of widespread influence. 
Modern art, so-called, did not, of course, originate in 1925, but 
the Paris Exposition of 1925 introduced it to the world of con- 
sumers. At this exhibition there were illustrations of the 
application of modern art to textiles, clothing, home construc- 
tion, home furnishings, furniture, carpets, wall decorations, 
table service, glassware, jewelry and many other items. The 
effect has been startling. Since 1925 there has been a steady 
movement toward the adoption of modernistic art in consumer 
goods of every kind. It looks as if modern art was to become 
a major fashion movement. 

The shortening of the work day for industrial workers has 
had a marked influence, both directly and indirectly, on the 
standard of living. Shorter working hours give the opportunity 
to working people to observe the dress, manners and methods 
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of consumption of other classes of people, particularly those 
with higher incomes and higher standards of living and also 
permit workers time to think and plan their own consumption. 
A manual laborer who must give 12 or 14 hours a day to his 
work, as was the case a century ago, has little time, and usually 
little energy, to devote to anything but rest at the end of each 
day’s toil. 

The standard of living of people whose toil takes up so 
much of each day must of necessity be very simple. Regard- 
less of what the income under such circumstances may be, and it 
is usually low, there is not the time nor the energy with which 
to consume at a higher standard of living. A shorter work day 
gives both time and energy for another and higher plane of 
living. 

The immediate result of added free time is usually rather 
fruitless so far as its effects on consumption are concerned, 
but in the longer run the shorter working day results in im- 
portant changes both in use of time and energy and in the con- 
sumption of goods. It has been many times stated by sincere 
observers that giving working people a shorter work day and 
more time for recreation is futile for it only results in dissipa- 
tion, so that the net effect is harmful to the workers as well as 
to their employers. It seems true that this has often been the 
immediate effect of the shorter work day but it has likewise 
been true that with longer experience with a shorter work day, 
workers find more profitable and less harmful methods of relax- 
ation and recreation, proving that they are in no way different 
from other human beings in their reactions to their opportuni- 
ties. 

During 1925, Henry Ford authorized interviews favoring a 
five working day week, on the ground that the necessary pro- 
duction of the country could be carried on in this number of 
days and that workers would then have two days of recreation 
instead of one, with the result that they could greatly increase 
their consumption for all classes of goods, It might be as- 
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sumed that, with two days of rest per week, a population 
would use up more automobiles, consume almost twice as many 
automobile tires, nearly twice as much gasoline, oil and other 
automobile requirements per season than they do at present. 
An interesting part of this theory as it was presented was that 
increased opportunities for consumption would tend to stimulate 
the working population to get more income by producing more, 
so that the net result would not only be higher consumption but 
also greater production and more business in all lines. 

It is obviously certain that there are many classes of goods, 
such as are used in recreational hours, that would have very 
little sale if it were not for short working days and frequent 
vacations. If incomes could be kept up, then an increase in the 
number of hours of recreation, or in the number of vacation 
periods, would add to the consumer demand for such goods. 

Wars have been influential factors in increasing the stand- 
ards of living of the people in this country. To be sure, this 
result is accidental or incidental. The general effect of wars 
is usually to cut down the standards of living. Such was the 
effect that one may observe on every hand in most of the 
European nations as a result of the World War, but the United 
States did not suffer the bad effects of the war as fully as the 
European nations did and one of the by-products was the oppor- 
tunity that many thousands of young men drafted into the army 
got to see how other people lived in other parts of the world. 
At the end of the war they brought home with them many ideas 
of consumption which have since become a part of the regular 
standards of living in their respective communities. 

Another factor resulting from the economic conditions of 
war times and contributing enormously to the increase in the 
standards of living of workers in this country was the increase 
in earnings which began to be secured about 1918 and continued 
down to 1920. These increased earnings made new standards 
of living possible. A more wholesome home environment was 
created with better furnishings, more attention was paid to 
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health and outdoor forms of recreation. Savings bank deposits 
increased as did also memberships in lodges and fraternal orders 
which often added an element of sociability as well as increased 
financial security. 

Other wars have had the effect of making changes in the 
standards of living of the people of this country. For example, 
the Civil War (1861-1865) and the need of the government for 
ready-made clothing and shoes for its soldiers hastened the 
movement toward mass production of apparel enormously. It 
probably would have taken several years in the ordinary course 
of events to make the manufacture of ready-to-wear an im- 
portant large-scale industry. It actually was accomplished in 
the period of a few months. When the Civil War soldiers re- 
turned to their homes, they had not only learned to appreciate 
ready-made clothing and shoes but had also learned the value 
of raincoats which had not been in common use before. It 
might be possible to list many changes such as these following 
every. war. 

Advertising, salesmanship and other forms of commercial 
stimulation have undoubtedly been exceedingly influential in 
raising the standards of living of the public. The American 
standard of living would scarcely be what it is were it not for 
the effects of these factors. The object of advertising and sales- 
manship is essentially to stimulate consumer demand sufficiently 
to make it effective in the market. Since advertising and sales- 
manship are always both for individual items or groups of 
items, it arouses the competition of other items or groups of 
items which, in turn, must exercise advertising and salesman- 
ship to make gains in production and sales or even to hold their 
own. Thus, the consumer is assailed on every hand by a highly 
developed technique of advertising and high-powered salesman- 
ship to spend more of his income for this or that kind of con- 
sumer goods. Potential demands are thus awakened and, as 
consumer demand always tends to run ahead of income, the 
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struggle of advertising and salesmanship is to secure as large 
a share of the consumers’ expenditures as possible. 

The stimulation of the desire for a higher standard of living 
not only serves to increase the markets for the goods required in 
these standards but also as an incentive to increased activity and 
productiveness of labor. Many employers have called attention 
to the fact that labor fully contented does not give the energy 
to production that can be secured from workers strained in the 
desire to earn more in order to maintain higher standards of 
living. 

One of the methods advocated by large employers of labor 
as a means of increasing working efficiency of employees is to 
begin by stimulating the desires of the workers for higher 
standards of living and then pointing out in detail how they 
may, through increased production, achieve these standards of 
living. In order to make this appeal effective specific illustra- 
tions are presented showing what goods or services may be ob- 
tained with higher income, how these goods may be used and 
what enjoyment may be expected therefrom. The contented 
accountant, skilled workman, or sub-executive is often stimu- 
lated to greater endeavor by being sent on vacation trips and in 
this way observing how other people are living and picking up 
new ideas on how to spend more money. Educational courses 
provided by companies often pay for themselves in increased 
incentives to produce, even when the subjects of study have 
nothing to do directly with the business. 

A leading American department store suggests insistently 
that all of its executives must live in fine homes and must own 
automobiles and dress expensively. It is the belief that this 
policy tends to set higher standards of living for their executives 
which in turn will cause them to exert more energy in their own 
interests and therefore in the interests of their employers. 

Another large manufacturing corporation has at several 
times deliberately stimulated sales organizations consisting of 
more than a thousand men by offering prizes in merchandise 
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suitable for the home and making these offers not to the sales- 
men but to their wives in the belief that the desires of the wives 
for the goods offered would be communicated in effective ways 
to their salesmen husbands and thereby get the increased re- 
sults. 

A sales manager of national prominence, speaking of in- 
stilling or inspiring greater ambition in salesmen, has urged 
that the first step is always to show the salesmen the satisfac- 
tions that they may be able to secure from greater earnings and 
greater production for their company. 


Efforts to Raise Standards of Living by Increased Earn- 
ings——A constant effort to improve the standard of living 
characterizes modern family life at practically all planes. This 
effort takes several directions. There is, of course, on the one 
hand, the ambition to increase income through harder work and 
higher efficiency and there is also the effort to secure more in- 
come by closer bargaining with their employers. 

Farsighted individuals and families look upon savings as a 
possible means of additional income in the future. The drive 
to raise the standard of living raises the desire to find ways 
and means of getting rich quickly, if such means can be found, 
and the temptation to speculate and to enter into ventures 
offering high rewards if successful, but also high chances of 
failure. The number and ingenuity of devices planned to in- 
crease income are, at all times, astonishing. 

Labor movements and particularly trade union efforts have 
been directed primarily to the object of raising standards of 
living or at least of insuring them against decline for their 
members. Through collective bargaining, trade unions have 
been able to balance the powers of employers in large industries 
and secure advantages which would not have been possible to 
individual workers. In cases of dispute both trade unions and 
employers of labor have laid the subjects of their disagreement 
before the public and in such cases the justice or injustice of 
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wage conditions is almost always referred to the standards of 
living of the workers. While the trade unions have accom- 
plished much to raise the standards of living of American wage- 
earners, there are many who believe that their chief function has 
been rather the conservation of current standards of living. 

Trade unions have also exercised an influence in the direc- 
tion of obtaining legislation favorable to labor and therefore 
indirectly, if not directly, favorable to higher standards of liv- 
ing. Among laws for which trade unions have worked may be 
mentioned mechanics’ lien laws, child labor laws, laws requiring 
the education of children to continue up to the age of 14 or 16, 
shorter working days, prohibition of nighf work for children 
and women, and soon. More recently there has been consider- 
able agitation for minimum wage laws and for legislation seek- 
ing social insurance in many forms such as sickness, accident 
and life insurance, old age pensions and even unemployment 
insurance. The relation of these measures to the maintenance of 
the current standards of living and their assistance in raising 
these to higher standards of living is clear. 

The movement to restrict immigration into this country, 
beginning with the Chinese Exclusion Act of 1888 and culmi- 
nating in the general restriction acts passed during the period 
of the World War and following, obviously aims at the main- 
tenance of a limited labor supply for the purpose of keeping 
wages high. The fear that a flood of immigration from other 
countries of people accustomed to lower standards of living and 
who might, if permitted to enter, underbid wage-earners already 
employed and enjoying higher standards of wages and of living 
conditions, is the effective cause of the opposition to such im- 
migration. 


Technical Improvements in Industry—American stand- 
ards of living have received enormous help from the technical 
advances cutting the costs of production in industry. Whatever 
objection there may be to mass production, it has made possible 
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many more commodities for people with low incomes than could 
have been obtained in any other way. Progress in mass produc- 
tion has been made possible through the multitudes of inven- 
tions, application of power to production, modern organization 
and division of labor. The traditional economic system of open 
competition has also prevented limitations in production or 
marketing and so has stimulated the wide distribution of the 
benefits of mass production to the people. 

Along with the movement for cheaper production there has 
also come a parallel movement towards reproduction of better 
quality goods in cheaper materials and workmanship. There 
has been a high technique developed in the production of shoddy, 
plating, veneer and synthetic products. Through the production 
of such goods it has become possible for people with even the 
lowest incomes to own and to use goods which, while inferior 
in quality, have served their purposes. Critics of the produc- 
tion of cheap goods often forget that for the masses the only 
alternatives of consumption are cheap goods or going without 
entirely. 


Political Philosophy Favors Higher Standards of Living. 
—tThere is a political philosophy in this country taught by 
nearly all institutions that has undoubtedly had a very important 
effect in encouraging the people to hope and strive for a higher 
standard of living. It is embodied in the expression of the 
Declaration of Independence, ‘“‘That all men are born free and 
equal.” This assumption of freedom and of equality in origins 
constitutes one of the best reasons in the world for social emula- 
tion, for striving for the means to prove one’s equality, and 
what could be a better method of doing this than by consump- 
tion? So there is in the United States a force of emulation, 
even among the lowest classes, striving to live as the more well- 
to-do live. 

There is a counterpart of the efforts of producers to place 
goods upon the markets at lower and lower prices in the efforts 
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of consumers through effective bargaining, shopping and com- 
parison of values to secure goods at lower and lower prices. It 
is probable that these efforts on the part of the producer and 
of the consumer are correlatives of each other. The desire of 
the consumer to buy for less under conditions of open active 
competition of sellers results in every possible effort being made 
to meet the demands of consumers and thereby secure more 
patronage. 

Obviously, the standard of living may be improved through 
schools, the magazines and periodicals for home-makers, the 
textbooks on home economics and the lectures on domestic 
science sent out by domestic science and agricultural colleges, 
government departments, agricultural experiment stations and 
social settlements have for many years pointed out the distinc- 
tion between expensive living and a high standard of living and 
have taught that the able, efficient, well-trained housekeeper, 
through her skill in management of the income, may secure a 
considerable surplus of results and satisfactions from any given 
income. Such efficiency is secured by more careful budgeting, 
more careful choice of the goods purchased and closer shopping 
and bargaining when buying. More efficient utilization of the 
products and prevention of waste after they have been brought 
into the home completes the possible lines of effort of the 
home-maker to get the most for the money available. 


Standards of Living Through Limitation of Size of 
Family.—In addition to the efforts to improve the standard of 
living by increasing the income and by securing the necessary 
goods at lower prices, there is also another method current in 
this country as well as other western nations by which families 
strive to raise or to preserve the current standards of living. 
That is by limitation of the size of the family. There is no 
longer any doubt that it is the desire to maintain a high standard 
of living that lies back of the small family system. It has come 
to be recognized that each child added to a family adds to the 
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expense of maintaining the standard of living previously en- 
joyed. If, at the time of the arrival of a child, the income is 
not also increased, there can be but one result and that is the 
sacrifice of the standard of living of the other members of the 
family. The unwillingness to make these sacrifices is the princi- 
pal reason for the widespread exercise of birth control. 


The Future of the Standard of Living 


According to all current authorities, standards of living in 
the United States for most of its people are now higher than 
they have ever been in this or any other country. In England 
the standards of living are probably higher than in the con- 
tinental countries, but for the masses, are scarcely higher than, 
if as high as, they were before the World War in 1913. It is 
currently believed that standards of living in France are about 
as high as they were before the war. In Germany and Italy 
the standards of living are certainly lower than they were be- 
fore the war and there is no immediate prospect of important 
gains for years to come. In Russia the standards of living are 
lower than they were before the war, but there are indications 
of vitality in the Russian situation which point to the possibility 
of a rapid rise in living conditions as soon as the government is 
stabilized and the industrial resources of the country begin to 
be developed in a modern way. 

European economists seem doubtful about the possibility of 
European standards of living ever getting very much higher 
than they were prior to the World War and there is even doubt 
in some countries that it may be possible to achieve these stand- 
ards again. It has been pointed out that the enormous burdens 
placed upon the people by the war prevent the masses from 
enjoying the sort of standard of living which they might other- 
wise achieve under normal conditions. Large masses of people 
‘are becoming habituated to lower scales of living and apparently 
have neither the hope nor the ambition to strive for anything 
better. It is also believed by many that the number of people 
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in Europe is greater than the natural resources can continue to 
support and that there is a strong possibility that in years to 
come standards must go down. This pessimistic outlook may, 
of course, be offset by improvements in production or by new 
discoveries of natural resources. 

The United States presents a considerably different prospect. 
While the period of opening up of large, undeveloped natural 
resources that characterized the early history of this country has 
passed, there are undoubtedly still very important opportunities 
of progress which may be made to contribute to the general wel- 
fare and to the improvement of standards of living of the 
people. European prosperity has been largely due to the ex- 
ploitation of markets and people in foreign lands. The United 
States, unlike most of the European nations, possesses an 
enormous home market for all kinds of products. In so far 
as it may become dependent upon foreign markets for its in- 
dustrial prosperity it will have to enter into active competition 
with the older nations of Europe. This is almost certain to 
mean lower wages for the masses of workers and lower stand- 
ards of living. Agricultural workers have already experienced 
this condition since the end of the World War. 

The protective tariff, which has become a traditional policy 
with this country, has undoubtedly had the effect of keeping 
many employees at work who might otherwise have been thrown 
out of employment and forced to seek work in other industries 
in competition with other workers. The protection thus given 
has been of prime benefit to capital but has at the same time 
aided in keeping up standards of wages and, therefore, stand- 
ards of living of the workers. 

Similarly, restriction of immigration that has limited the 
number of workers, particularly in the unskilled and semi- 
skilled classes, has helped to maintain current standards of 
living. Dumping a million or more of unskilled workers on 
our shores each year, if continued, would certainly have de- 
pressed wages and living conditions. 
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Certain industries have profited from the adoption of in- 
stalment selling on a wide scale. This policy has opened up 
new opportunities for production and selling by stimulating 
added consumption. This movement has also undoubtedly had 
the effect of stimulating individual efficiency among the buyers 
of such goods in order to get out from under the payments 
assessed against them for their purchases. 

The immediate future of the standard of living in this 
country seems bright. Industrial conditions are generally 
sound. Wages are high. There are large surpluses in the form 
of savings and investments. But looking farther into the future 
the prospect for the standards of living does not seem so secure. 

The most threatening factor is that population in spite of 
restriction of immigration, is growing very rapidly. The rate 
of population growth is higher than in any other large nation. 

The limits of our natural resources are being exploited and 
it is only reasonable to suppose that sooner or later there will 
come the point of diminishing returns. It is not to be assumed 
that we have at all reached the limit of improvement in pro- 
ductive efficiency, but it is difficult to imagine that there can be 
as much progress during the next fifty years as there has been 
during the last fifty years in this respect. Probably some gains 
may be secured in the distribution of goods. There are those 
who look forward to this with much hope. Much progress can 
be hoped for through a wiser use of income and in the main- 
tenance of more rational standards of living. Increases in 
population mean increases in labor power and if labor power 
increases faster than its demand, then wages will have to come 
down. 

The birth control movement is spreading and it seems prob- 
able that it will continue to spread. This may well result in 
checking the rate of total growth of population but, so far, it 
has apparently affected only the better educated and wealthier 
classes. It is quite possible that within the time of the coming 
generation there may set in a decline in standards of living such 


Google 


276 ECONOMIC PRINCIPLES OF CONSUMPTION 


as has occurred repeatedly before in the history of the world. 
Nothing but scientific intelligence and social concern can save us 
from this end. 


The Ideal Standard of Living 


In conclusion there may be indicated briefly some of the 
items or details which may be considered as a part of a proper 
standard of living. 

Every one will agree that as a part of an ideal standard of 
living, every child should have the right to be well-born of 
parents in good health, properly nourished, able to take care of 
the child, and that the child in turn should receive adequate and 
proper food, clothing, upbringing and education, as well as pro- 
tection from evils of early work. An ideal standard of living 
would give every child an opportunity to grow up in health and 
vigor, to have the equivalent of at least a common school educa- 
tion and preparation to be a self-respecting, independent, self- 
supporting individual of present-day society. 

Many economists and publicists maintain that the ideal 
standard of living should provide every able-bodied person will- 
ing to work with a decent living and that such a living should be 
considered as a right, even prior to the right of property. 
According to this view the income of a worker, even in un- 
skilled classes of work, must be sufficient to provide adequately 
for physical needs, not only of himself but of his family. There 
are others who go still further and say that this minimum 
should provide for cultural as well as physical needs so that the 
individual may meet the obligations not only of his family, but 
of society as well. The ideal standard of living includes the 
rational satisfaction of all normal individual and social human 
hungers. 
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CHAPTER XII 
CLASSIFICATION OF STANDARDS OF LIVING 


In previous chapters it was made clear that standards of liv- 
ing vary according to differences in income, in size of family, 
in occupation, and according to individual and social conditions. 
The fragmentary character of the information available on the 
distribution of expenditures for individuals and families under 
these varying conditions prevents making any conclusive state- 
ments as to the amounts expended for the cost of living at each 
change. There is sufficient information, however, to indicate 
a certain degree of regularity of change in character and amount 
of expenditures on passing from one condition to another. 

Other conditions remaining the same, expenditures for food 
decline and expenditures for miscellaneous items increase as in- 
comes increase. Expenditures for clothing follow a bow-shaped 
curve beginning with 10% or 12% in the lowest standards of 
living, rising to 22% or more and then gradually declining back 
to 10% or even less on passing through the higher levels of 
income. Expenditures for housing and house operation show 
a zig-zag tendency but with a general upward movement on 
passing from the lower to the higher incomes. 

In the wide range of differences found in standards of liv- 
ing itis possible to discern several grades, levels or planes of 
consumption, one above the other, each characterized by dif- 
ferent types of expenditures and methods of living. It should 
not be assumed, however, that these planes of consumption are 
distinctly separated from each other. On the contrary, they 
grade almost imperceptibly into each other. Designations must, 
therefore, of necessity, be somewhat arbitrary and will simply 
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serve to indicate relative position in the range or scale of 
standards of living. 

The terms or names used to designate the various standards 
of living have been largely drawn from the usage of students 
and writers who have already worked in this field. This 
terminology is somewhat awkward and inexact, but rather than 
attempt any new names it has been deemed best to use those 
which have already attained a place in the discussions dealing 
with the subject and to give to each a meaning as definite as 
may be possible. 

There are altogether, ten grades or standards of living de- 
scribed here. It may be safely assumed that more than 90% 
of the people of the country live within, and according to, these 
standards or classifications. A brief general definition and 
description of each will be attempted. 

These ten grades or standards of living are as follows: 


. Public and semi-public charges. 

. The work-shy, tramps, hoboes and incompetents. 
. Poverty. 

. Bare subsistence level. 

. Minimum for health and efficiency. 

. Minimum comfort. 

. Comfort. 

. Moderately well-to-do. 

. Well-to-do. 

. Liberal standards of living. 
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1. Public and Semi-Public Charges.——Farthest down the 
economic scale are the public charges, the paupers, unfortunates, 
and others who are dependent upon public or semi-public charity 
for all or the major part of their support. This group includes 
all of those who, for one reason or another, do not have the 
means or are not capable of self-support as well as those who 
are shut up in prisons or jails and prevented from earning all 
or the largest part of their living. 

Some idea of the number of persons in the United States 
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in this classification as of January 1, 1928, may be gained from 
the following figures : 


Children in asylums and homes...............0065 283 ,000 
Persons in insane asylums. ..................000- 267 ,000 
Persons in prisons, jails and reformatories......... 109 ,000 
Persons in homes for aged and incurables.......... 79,000 
Persons in almshouses .................---2000-5 78,000 


Persons in homes for epileptics and feeble-minded.. 52,000 
Total number in institutions............... 868 ,c00 


It is probably not quite accurate to set down inmates of 
prisons, reformatories and jails as full public charges. Some 
profitable work is generally provided for prisoners. On the other 
hand, prisons and jails are expensive institutions. Large 
sums of public funds are required for their support. They are 
far from self-supporting so that in a very important sense 
prisoners certainly are, at least in a large part, public charges. 

In addition to the number of persons in almshouses and 
other institutions who are entirely dependent upon public or 
institutional support, there is a larger number of persons out- 
side who are dependent upon public or semi-public charities for 
all or the principal part of their support. Out-relief, so called, 
constitutes one of the heaviest burdens on organized charity 
budgets in most communities. Figures are not available indi- 
cating the extent of relief given outside of institutions. Prob- 
ably several hundreds of thousands of persons receive some 
form of out-relief. Surely the total number entirely or largely 
supported by such relief is in excess of 100,000 persons. If 
this crude estimate is at all nearly right, then the total number 
of public charges in this country as of January 1, 1928, was 
not less than one million persons. . 


Public Charges Increasing—The number of public 
charges cared for by institutions is apparently increasing rapidly. 
These increases are greater than the increases in the total 
population of the country. This fact bears a threatening aspect 
for the future of society. 
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There are two general explanations for the increases in the 
number of public charges. In the first place there has been a 
rapid growth during the past generation of the humanitarian 
view that the helpless should be publicly supported. As a result 
it is certain that a larger share of the total number of such 
unfortunates in existence are now given public care than ever 
before. Formerly these unfortunates were neglected, allowed 
to suffer and to perish. Growing prosperity during the past 
twenty years has also made it possible to raise funds for their 
care in a manner never before possible. The second explana- 
tion, which points to a more sinister trend so far as society is 
concerned, is that those who make up the classes of public 
charges breed faster than the rest of the population and with 
the help of charity their offspring survive with the result that 
the progeny of public charges continually threaten to swamp 
the facilities provided for their care. 

The expenditures for these classes is growing rapidly. In 
New York City alone, in 1927, the amount contributed for this 
purpose reached $100,000,000. This was nearly four times as 
much as the expenditures for the same purpose in 1916. Ina 
study made by the Russell Sage Foundation of the expenditures 
for the care of public charges in 96 American cities, it was 
found that the amounts expended in 1926 averaged 305% more 
than in 1916. 

The care of public charges constitutes an economic burden 
amounting to at least $750,000,000 a year, with every indica- 
tion that the amount required will in the future continue to 
grow. 

This is not an appropriate place to discuss the social effects 
of the growing problems of charity, but note may be taken in 
passing that the cost of caring for public charges stands as a 
deduction from the national income. This share is a formidable 
tax on society as well as on its individuals. 
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2. The Work-Shy, Tramps, Hoboes and Incompetents.—. 
There is a considerable group of adults, mostly males, who are 
only partly self-supporting but who are not precisely public 
charges for the rest of their support. They are, however, partly 
parasitic. This group consists of the work-shy, the hoboes, 
tramps and incompetents who work at times and complete their 
existence by begging and stealing. Many of them are subnormal 
mentally. They are often unemployable at any work. A large 
percentage are handicapped by physical disability and disease. 
The members of this group are for the most part homeless. 
They do not have and cannot afford families. One finds in this 
group a great number of casual laborers, men who wander 
across the country from one job to another, who work in the 
harvest fields, the sugar beet fields and the fruit-growing areas 
during the summer time and who flock to the cities in the winter 
and turn out for occasional days of work in shoveling snow 
when the city employs extra help after blizzards. 

An accurate estimate as to the number of persons in this 
classification is unavailable. It probably varies from season to 
season and from year to year. Under bad or difficult economic 
conditions the ranks of the army of work-shy and hoboes are 
crowded, whereas under more favorable business conditions the 
number diminishes. 

Estimates by those who have studied the problem indicate 
that there are not less than 1,000,000 at any time and there are 
probably 2,000,000 or more most of the time. 


3. Poverty—Under the economic classification of poverty 
may be included all people whose incomes and standards of liv- 
ing do not supply the requisite amounts of food, clothing and 
other necessaries for continuous independent support. People 
in poverty may exist for considerable periods of time and with 
favorable conditions without absolute destitution or public help, 
but at the slightest change of conditions for the worse, such 
as decline in income, illness or mishap, such people fall below 
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the poverty line and must have the help of charity to exist. 
Large numbers of persons living in poverty receive some 
aid from time to time from public or semi-public sources. 
This group differs from the public charges in degree. 
Public charges depend upon charity for the major part of 
their maintenance while people in poverty depend upon charity 
only for occasional or minor help. 

People in this classification expend half or more of their in- 
comes for food. In fact, whenever the expenditures for food 
exceed 50% of the total income, this may be taken as an almost 
certain index of poverty. Food purchases are limited almost 
entirely to the cheapest varieties and poorest qualities. As a 
result undernutrition is common and more particularly among 
their children. 

There is family life after a fashion in this classification. 
Homes, however, are generally shacks or shanties rather than 
houses, and overcrowding is characteristic. Such homes, as a 
rule, have no modern conveniences, not even running water. 
There is no privacy for individual members of the families. 
Furnishings such as furniture, bedding and so forth are largely 
wreckage of cheaply made goods or of articles that have largely 
outlived their customary periods of usefulness. Income of 
people within this classification is often supplemented by fuel 
gathering on the railroad tracks and the collection and use of 
cast-off clothing and other goods. 

The people included in this classification are frequently made 
up of families broken by the death or physical disability of the 
chief breadwinner, with no provision or preparation for living 
dependents. Another frequent factor in this situation is the lack 
of knowledge or ability on the part of the principal breadwinner 
to get and hold work that will contribute enough income to 
support the family. Inefficiency and lack of education or train- 
ing of any kind are common. The people in this group are 
often foreign-born who have found difficulty in adjusting them- 
selves to the social and economic conditions of the country. 
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In general, the workers or income-getters of this group perform 
the hardest and the lowest skilled types of work and, either be- 
cause of the nature of the work itself, or for personal reasons, 
are the last to be employed and the first to be laid off in chang- 
ing business conditions. The economic position of these work- 
ers who when employed at full time draw the lowest incomes, 
is further accentuated by high rates of unemployment. 

This economic group not only suffers the handicap of the 
lowest standards of living but also the highest rates of illness 
in many diseases as well as the highest rates of industrial acci- 
dents. Hernia, pellagra, valvular heart disease, alcoholism, in- 
sanity, cancer, tuberculosis, bronchitis and pneumonia are found 
more frequently in this group than in any other. The rates of 
these disorders decline with complete regularity as incomes and 
standards of living rise. 

This economic group is characterized by a higher death rate 
of young children than are other economic classes. According 
to studies made in the United States as well as other countries, 
the death rate of young children increases directly as the earn- 
ings of the father decline. The baby born in a family living 
in poverty has about one-third as good a chance of living to the 
age of one year as the baby born in a family having what is 
termed as “minimum for health and efficiency” two planes 
higher up. Among the many causes contributing to the high 
death rate of infants in families in this group, the most out- 
standing ones are gastric and intestinal disorders indicating im- 
proper and inadequate feeding. 

Medical attention for illness among people in this classifi- 
cation cannot be paid for by those who receive it. Such service 
as is obtained must come through free clinics or other forms of 
public or private charity. There are no expenditures for in- 
surance in any form nor for education or any branch of up- 
lift. There are no savings. This class includes a large number 
of the lowest-skilled laborers, particularly those with large 
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families with young children too young to assist in earning and 
also a considerable number of the poorest farmers. It is 
difficult to estimate how many people in this country are living 
under the conditions described in this section. The changes in 
business conditions, the effects of business depression and un- 
employment are such as to drive thousands of families from a 
condition of “bare subsistence,” the next higher level, back 
down to the poverty line. It is probable, however, that during 
periods of normal business activity there are nearly 2,000,000 
families or a total of at least 7,000,000 or 8,000,000 people 
that live under the conditions described for this group. Under 
periods of adverse business conditions this number is increased. 


4. Bare Subsistence Level. Above the group living at the 
poverty level there is another larger class that leads a compara- 
tively independent economic existence but whose means do not 
permit them to enjoy more than the barest necessities for exis- 
tence. This group expends from 45% to 50% for food, 10% 
to 12% for clothing, 14% to 15% for rent, 6% for fuel and 
light, about 4% for home furnishings, and less than 20% of 
total expenditures for miscellaneous items. Families in this 
group live in somewhat better homes than the families of the 
poverty group, averaging perhaps three rooms per family. 
Clothing is poor in quality but adequate for elementary protec- 
tion from cold, heat and wet. If the home-makers of the 
families in this group are skilled in the use of the needle, the 
clothing may also be neat, well-mended and quite passable in 
_ appearance. 

The people in this group manage to get along and to satisfy 
all requirements for absolute necessities under ordinary condi- 
tions of continuous employment and good health. There may 
even be small savings and insurance sufficient to cover funeral 
expenses in case of death. In the matter of savings, however, 
good health and the utmost thrift are necessary, and such sav- 
ings as are found among families within this group are often 
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made at the expense of necessaries of life for the children or 
adults or both. 

In cases of prolonged unemployment or illness, particularly 
of the chief breadwinner, families whose incomes provide not 
more than the bare subsistence standard of living sink back 
into poverty and even to need for charity in one form or an- 
other. The poverty line for people in this classification is never 
far away and the struggle to maintain existence above it is 
frequently heroic. As in the case of families in poverty, the 
rate of illness and of unemployment is high. The death rate, 
particularly for young children, shows some declines from the 
rates found among families in the poverty level but still re- 
main very high. When there is illness of a serious nature, 
such savings as may have been accumulated are usually wiped 
out by the costs of medical treatment. Such savings, however, 
are not sufficient to cover the costs of major illness. Medical 
treatment, if any, for most of the families in this group must 
come from clinics, or dispensaries at which services are rendered 
without charge or at merely nominal rates. 

Members of families within this classification do not patron- 
ize dentists unless such services are provided on a basis of 
charity or nominal charge. There are no funds in the family 
budget for education, amusements or pleasures that cost any- 
thing. A large proportion of the families within this group 
are almost constantly in debt usually incurred during periods 
of illness or unemployment. 

This group includes a large majority of the unskilled work- 
ers with dependent families and even some in semi-skilled occu- 
pations, particularly those with large families of young children. 
Under normal business conditions there are probably not far 
from 3,000,000 families, or about 12,000,000 people in this 
group. 

5. Minimum for Health and Efficiency.—This standard of 
living under conditions of wise spending includes everything 
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essential to life. It has been called the ‘minimum American 
standard of living’’ and as such has been described as the lowest 
standard consistent with American ideals. It is in a sense the 
basic standard of living of families independent of public relief. 
Social workers engaged in plans for the rehabilitation of 
families that have fallen below the poverty line aim at reinstate- 
ment wherever possible at this standard. For several years 
prior to 1917-1918, this was the standard of living urged by 
trade unionists as foundation for wage adjustments. It also 
served as the basis for consideration of the adoption of mini- 
mum wage laws during the period from 1912 to 1916. 

Families with this income expend from 40% to 45% of the 
total for food. Food requirements must be cared for from 
cheaper varieties and from such as are available in the nearest 
markets, but under proper management provides some variety 
as well as all of the essential elements needed in healthful diet. 
The customary conditions of housing for families with this 
standard of living is somewhat better than for the preceding 
group. Rent, fuel and light take about 20% of the total ex- 
penditures. Each family averages from four to five rooms or 
almost one room per person. 

Expenditures for clothing average about 12% to 15%, 
home furnishings about 5%, and miscellaneous items range 
from 18% to 22% of the total. 

It is perhaps in the miscellaneous expenditures that the 
characteristics of this standard of living are most outstanding. 
Some insurance, usually industrial, is customary in amounts 
sufficient to cover funeral expenses. There are church, lodge, 
labor and other beneficial organization memberships for which 
modest dues are contributed. Small expenditures appear for 
such forms of recreation as occasional attendance at the movies, 
carfare for visits to friends, children’s toys and miscellaneous 
amusements. Small outlays are made for education of the 
children, including textbooks and school stationery, and the 
average family in this group enjovs a daily newspaper. Some 
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savings are common and services of doctors and dentists in 
most cases are paid. In case of major illnesses, however, par- 
ticularly when complicated by unemployment, public help of 
some kind as from clinics and dispensaries or free service from 
physicians is necessary. Incomes of people at this level are not 
sufficient to cover unusual expenses of this kind. 

Home buying and owning appears as a frequent factor in 
the budget of families within this group, particularly in the 
smaller cities and country districts as well as in the suburbs 
of the larger cities. Homes when purchased by families within 
this group are usually purchased on time and payments are 
made on the instalment plan. When the first payment amounts 
to 50% or more of the purchase price, the common method of 
financing the remainder is through a mortgage and periodical 
payments of interest and principal. When the first payment 
amounts to from 25% to 50% of the total cost of the home, 
the remainder is frequently financed by loans from building and 
loan associations with provisions for monthly instalment pay- 
ments. When the first payment amounts to less than 25% of 
the valuation of the property, the purchaser is usually given a 
land contract which is simply an agreement to make instalment 
payments and when a certain amount, such as half of the value 
of the property, has been paid, the title to the home is to pass to 
the purchaser. The seller then takes a mortgage or mortgages 
for the unpaid balance. 

Automobile owning appears in a small way in this standard 
of living. The amounts of the expenditures covering not only 
payments on the car but also the cost of gasoline, oil, tires and 
other accessories average from 6% to 10% of the total. This 
is an important part of the income of the family living at this 
standard, but is a very small number of dollars. This group 
constitutes the great market for used cars which may be pur- 
chased for $200 and less as well as for new cars of the lower 
prices. The purchase and operation of a car by families within 
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this classification usually means a displacement of expenditures 
for other items. When a car is purchased, wants for other 
goods must be foregone or at least postponed. So the increas- 
ing sales of cars to people at this level means definite declines 
in sales of clothing, home furnishings, quite possibly food 
and homes as well as diminished savings. 

The minimum for health and efficiency standard of living 
represents the actual living conditions of a large proportion of 
the families of semi-skilled laborers and also of unskilled 
laborers, particularly when the incomes of the principal bread- 
winners are supplemented by earnings of other members of the 
family. This group also includes a large fraction of the farmers 
of the country. There are, under normal conditions, probably 
not less than 4,500,000 families or 20,000,000 people living 
under this standard. 


6. Minimum Comfort.—The minimum comfort standard of 
living is characterized by a distribution of family expendi- 
tures in which food takes from 36% to 40% ; clothing 16% to 
17%; rent, fuel and light 20% ; home furnishings 5% to 6%; 
and miscellaneous items rise upward to from 22% to 24% of 
the total. 

This standard of living, sometimes termed the “minimum 
for health and decency,’ provides greater variety and palat- 
ability in foods, better and finer clothing, a somewhat finer 
home averaging five rooms or one room per person, and a 
more complete set-up of home furnishings. A large proportion 
of the families within this classification have low-priced auto- 
mobiles, and also pianos, victrolas, radios, and even some of 
the modern household conveniences such as electric lighting, 
telephones, carpeted floors, refrigerators, washing machines, 
electric flatirons and vacuum cleaners. There are likewise more 
adequate provisions for maintenance of health on an inde- 
pendent basis, more insurance and greater savings. Children 
are cleanly and neatly dressed and present a healthy appearance. 
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Most of them finish the common schools and a considerable 
proportion attend high school for a year or two at least. 

The minimum comfort standard of living prevails among 
the higher-paid semi-skilled and a majority of the skilled work- 
ers of the country. This group also includes a fairly large 
proportion of the more successful farmers, factory foremen, 
clerks and small business men. This is the most numerous 
group. Under fair business conditions there are probably 
nearly 7,000,000 families or 30,000,000 people living under 
this standard. 


7. Comfort.—Families enjoying the comfort standard of 
living have expenses for food amounting to from 30% to 35%; 
clothing 18% to 20%; rent, fuel and light 20% to 22% ; home 
furnishings 5% to 6% ; and miscellaneous items from 24% to 
27% of the total. 

The comfort standard of living provides greater quantity 
and variety in each of the necessities of life than can be had in 
the preceding levels. It should be kept in mind, however, that 
the comfort standard of living does not really permit very ex- 
tensive expenditures beyond the recognized necessities. Food 
expenditures for families within this group average only about 
$12 to $15 per person per month. Clothing depends somewhat 
upon the occupational and social requirements. The adult male 
industrial workers in this level do not spend more than $100 
per year. Men engaged in clerical and business occupations and 
who enjoy the comfort standard spend up to $150. Clothing 
for women averages somewhat less than for men in the clerical 
and business occupations. 

The amounts expended for personal advancement such as 
books, magazines, plays, excursions, vacations, music and so on, 
are still very low. The annual family expenditure for attend- 
ance at the movies averages from $17 to $20 per year. The 
standard barely provides several modest comforts and oppor- 
tunity for moderate savings of from 7% to 10% of the income. 
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The standards of housing are somewhat higher than in the 
preceding classifications. Most families within this group have 
at least six rooms, consisting of a living room, dining room, 
kitchen, three bedrooms and bath. Houses for this group are 
usually equipped with a central heating plant using hot air, 
steam or hot water. A large proportion of families in this 
classification own cars and single homes are usually equipped 
with garages. 

Furniture and furnishings likewise are somewhat higher- 
priced and of better grade. There is also a more complete 
equipment of house furnishings including electrical fixtures and 
utensils, washing machines, kitchen cabinets, vacuum cleaners 
and fireless cookers, in addition to the usual items found in 
families with lower standards of living. Living room floors 
are generally covered with carpets or rugs. 

There are a few books and usually some magazines. Daily 
newspapers are almost universal. High school education for 
children is common. Efforts are generally made to give to the 
young such opportunities as will make it possible to enter white- 
collar.occupations. Business colleges draw a high percentage of 
their student material from this group. Expenditures for 
amusements such as movies, plays, concerts and occasional 
excursions, while not high, become almost a constant factor 
in the family budgets in this standard of living. 

Ordinary illness and other expenses for health maintenance 
are met by families within this group without public or private 
charitable assistance. Expenditures for health maintenance 
range from $25 to $700 per year per family. A large pro- 
portion of families within this group send part or all of their 
laundry out of the home. The expenditures for articles of per- 
sonal care, such as toilet articles and preparations and barber- 
ing, show a decided increase both in dollars and in percentages 
over the preceding standards of living. 

This group includes the better-paid skilled workers, most 
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clerical workers, many small business men, the less successful - 
professional men including doctors, lawyers and school teach- 
ers, together with families of semi-skilled workers in which the 
income is supplemented by earnings of other members besides 
the usual breadwinner. The number of families enjoying this 
standard under normal economic conditions is probably in 
excess of 5,000,000, including 20,000,000 people. 

Families within this group seem to possess a higher morale 
than found in any standard of living below. There is more of 
a struggle to get higher and to put up a better appearance. 
Taken as a whole, it is probable that families within this class 
represent the peak of individual activity. They are generally 
very ambitious and hard working, particularly in their earlier 
years of family life. They not only emulate people with higher 
incomes but also make serious efforts to obtain better oppor- 
tunities for their children. Children are well clothed, well fed 
and generally well cared for. There is less outside-economic 
work carried on by the mothers in this than in any preceding 
group, consequently one finds here the beginnings of a degree 
of leisure and some outside social activity of the wives and 
other female members of such families. 


8. Moderately Well-to-Do.—Moderately well-to-do fami- 
lies expend from 25% to 30% for food; 20% to 22% or more 
for clothing; 20% for rent, fuel and light; 6% for home furn- 
ishings; and from 28% to 35% for miscellaneous items. All 
expenditures for the home move forward. Clothing increases 
not only in dollars but also in percentage. As incomes rise 
within this group the proportions expended for clothing by the 
wife and by girls over the age of 14 increase, both absolutely 
and proportionately, more rapidly than for the male members 
of the family. When the upper income ranges within this classi- 
fication are reached, the expenditures for clothing for wives 
exceed those for husbands by at least 50%. The percentages 
expended for rent, fuel and light usually hold their own. Ex- 
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penditures for home furnishings tend to increase somewhat in 
percentages as well as in dollars. 

Fashion and convention exert compelling forces in this as 
well as in the following higher income groups. This standard 
permits the exercise of considerable personal preference and, 
therefore, current fashions are followed in nearly all classes of 
goods. ‘Keeping up with the Joneses” in this class becomes 
almost an obsession. The struggle to maintain and raise the 
standard of living is, if anything, keener and more energetic 
in this group than it is in the lower income levels to keep above 
the poverty line. To the typical moderately well-to-do family 
living without the necessary physical setting that goes with this 
standard of living, does not seem worth while. The disappoint- 
ment, unhappiness and mental anguish resulting from failures 
to meet the conditions of this standard are probably as keen as 
the sufferings from hunger and cold of those who are struggling 
to maintain even a bare subsistence. 

The outstanding items of miscellaneous expense for families 
in this classification are for the automobile which often con- 
sumes 10% of the entire family expenditures, amusements 
which become more varied, hired household service, and health 
maintenance. Families in this group are usually small and 
wives exercise considerable activity outside of the homes in 
shopping, attending movies, participation in sports, bridge clubs, 
afternoon teas and so on. Husbands bélong to golf clubs, Ro- 
tary, Kiwanis, Lion, Civitan and other light social organiza- 
tions. This is the standard of living satirically typified in 
Sinclair Lewis’ novels, ““Main Street” and “Babbitt.”’ 

There is in the background of the life of the families in this 
group a constant struggle for something more than the merely 
physical necessities of existence. Just what the goals of these 
struggles may be are apparently not always clear. To para- 
phrase an expression from George Bernard Shaw, “They do 
not know what they want and won't be satisfied until they 
get it.” 
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There is obviously a strong desire to improve social stand- 
ing. College education for the children from this group is 
common. After graduation the young people crowd into the 
professions and other white-collar occupations. In the past, the 
sons often struck out to pioneer in new lines, and in new com- 
munities, more recently the trend seems to be in the direction 
of following more or less closely in their fathers’ footsteps in 
the ownership and management of small businesses or as hired 
men in corporations hoping for advancement that will make it 
possible to repeat if not to improve upon the standards of their 
parents. Daughters of families in this group come from their 
four years in college and crowd the teaching profession, go into 
business as advertising writers, research workers, stylists, tea- 
room managers, or whatever fashionable and genteel vocation 
may at the moment beckon most alluringly. If marriage rates 
were classified by standards of living, it would probably be 
found that they are lower in this classification than in any other 
group. The struggles in the parental home to maintain appear- 
ances, the college education which almost always results in rais- 
ing new demands, the satisfaction of which require more money, 
the constant economic pressure, as well as the prevailing fash- 
ions for young women to seek careers, all leave their impressions 
on the minds and bent of feelings of the daughters so that 
marriage and family life are often indefinitely postponed. There 
are not enough young men with the necessary wealth or pros- 
pects to go round to support these young women in the stan- 
dards of living and of home life to which they aspire or are 
willing to accept as a condition of family life. So many con- 
tinue their careers, become ardent feminists, develop male per- 
secution complexes, and adopt attitudes outspokenly but respect- 
ably rebellious against conventions. 

Conventionality and good citizenship are strong ruling 
forces in this group. In no other economic or social group 
may one find so much so-called 100% Americanism. Vocifer- 
ous observances of ruling social ideals and conservative atti- 
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tudes toward all prospects of change are highly characteristic of 
this group. The moderately well-to-do classes are always to 
be found strongly supporting the party in power, the dominant 
church, the ruling conventions. They, of all classes, are the 
defenders of law and order, of fundamentalism and of reputa- 
bility. 

Despite the struggles to maintain the standard of living 
within the limits of the income received, savings in various 
forms for families within this group average from 10% to 
15% of the total expenditures. In fact, such savings constitute 
a part of this standard of living. A large part of such savings 
are invested in homes and in life insurance, but there is an in- 
creasing tendency to buy both stocks and bonds in modest 
amounts. Under the stress of need for more money the temp- 
tation to speculate is widespread, particularly in rising markets, 
and the disaster accompanying market collapses is nowhere so 
marked and so heart-rending as among the masses of small 
' speculators and investors from this class who are usually wiped 
out in the market readjustments. 

The amount of individual family savings naturally varies 
considerably within this group. It depends to a large extent 
upon thrift and good management. It also depends upon such 
factors as the good fortune to escape illness or accident involv- 
ing expensive medical treatment and care. Passing from lower 
to higher standards of living, one finds that this is the first 
group to seek help on a considerable scale of medical specialists. 
While the illness rates for this group, as a whole, are consider- 
ably lower than for any preceding group, the amounts expended 
for medical attention are decisively higher. This is partly due 
to the tendency to seek medical attention for minor ailments 
which families with lower incomes would pass over with home 
treatment, self-medication or no treatment at all, and it is partly 
due to the patronage, just mentioned, of medical specialists 
whose charges are, quite naturally, much higher than those 
of the general practicing physician. When a sick wife or child 
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is given treatment by a specialist, it usually takes much or all 
of the surplus remaining after other expenses have been met. 
Families within this group, luckily free from disease, accumu- 
late savings in important amounts, while those not so fortunate 
have their surpluses wiped out. This classification may include 
about 4,000,000 families or about 15,000,000 people. 


g- Well-to-Do—Families who expend from 20% to 25% 
for foods; 18% to 20% for clothing; 20% to 22% for rent, 
fuel and light; 5% for home furnishings; and from 30% to 
40% for miscellaneous items, and then have left an amount for 
savings equal to from 15% to 20% of the total expenditures, 
may be classified as well-to-do. 

One of the distinguishing characteristics of this standard of 
living is the prominent increase in employment of service. Over 
a period of many years there has been a steady decline in the 
amount of employment of domestic service. The declines, how- 
ever, have been greatest in the families with lower standards 
of living. Domestic servants are still a part of the domestic 
establishment in the higher standards. The grades of domestic 
service found in typical American homes closely follow the 
grades of standards of living. Families in the comfort level 
begin by employment of service for a day or two per week. 
Farther up the scale there is employment of help for more days. 
In the well-to-do group one finds numerous families having 
one full-time servant. In the standards above the well-to-do, 
the number is increased by the employment of other house 
servants, chauffeurs and so on. 

More formal entertaining and more frequent dining-out at 
restaurants and hotels maintain the average food expenditure 
at a higher proportion to total expenditures than would be the 
case on basis of consumption comparable to that found among 
families with lower incomes. 

Clothing expenditures show some proportional decline from 
the preceding class but the percentages expended for housing 
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and home operation show tendencies to rise. Fine homes and 
apartments are the rule and furnishings keep pace with the 
character of the homes both in costs and qualities. The power 
of fashion and conventionality in all forms of consumption 
within this group is well-nigh absolute. Clothing, hair-dress- 
ing, cosmetics, jewelry, sports, amusements, automobiles, sub- 
jects of conversation, methods of vacationing, all conform to 
the ruling mode. 

The outlays for insurance, health maintenance, contribu- 
tions to community chests and other common charitable pur- 
poses, dues for memberships in organizations considered 
necessary from the standpoint of business, professional or social 
interest, are all highly important in this group. Expenses for 
these items are naturally met more liberally and with greater 
ease by the families enjoying this standard of living than in 
the preceding classifications. 

This standard of living seems to represent the acme of 
American economic and social life. Other standards of living 
based on higher incomes vary from this standard of living in 
degree but not much in types of consumption. Well-to-do 
families are in a position to enjoy, to a moderate degree at 
least, practically every luxury as well as every comfort and 
necessity, that people with higher incomes indulge in. This 
standard represents the aim or goal of economic endeavor of 
the great masses of business and professional people. There 
are also facts such as the rapid decline of the number of per- 
sons reporting incomes above $10,000 per year to the federal 
government, which seem to indicate that there is a declining 
interest and effort to push beyond this income level in an 
attempt to attain a higher or costlier standard of living. In 
most cases, the ambition of those who have reached and se- 
cured the well-to-do standard of living, either cools off, or 
veers in the direction of securing power and control over 
property and people, rather than of securing more goods and 
services merely. 
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The group of well-to-do families is made up of the more 
successful owners and managers of businesses such as manu- 
facturers, wholesalers, retailers, bankers, brokers, real estate 
men and insurance men as well as the leading professional men. 
In the smaller and even in the medium-sized cities this group 
comprises the wealthiest in the community, but in the larger 
cities they are naturally overshadowed by other groups with 
still greater wealth, higher income and more costly standards of 
living. Probably the families enjoying the well-to-do standards 
of living just described do not exceed from 6% to 8% of the 
total number of families of the country. Under normal con- 
ditions this group may include about 2,500,000 families of 
about 10,000,000 people. 


10. Liberal Standards of Living—Families with incomes 
above $10,000 a year, as a rule, expend less than 20% for 
food; less than 15% for clothing; 20% to 25% for housing, 
fuel, light and house operation ; and from 40% to 50% or even 
more for miscellaneous items. These families may be classi- 
fied as enjoying “‘liberal standards of living.” No attempt will 
be made to define gradations of standards of living that un- 
doubtedly exist in this group. It will be sufficient to bear in 
mind that as incomes go up the percentages expended for food 
tend to decline. Clothing likewise declines. However, the 
proportions of expenditure for rent, furnishings and house 
maintenance tend to remain approximately the same. As in- 
comes increase, larger and more expensive homes are main- 
tained. These include additional rooms such as reception 
rooms, music rooms, libraries, children’s nurseries, guest 
rooms, sleeping porches, sun parlors and so on, in addition to 
the usual dining, living and bedrooms and kitchen found in 
homes of families with lower incomes. After full provision 
has been made for the home in town, expenditures usually 
continue to rise by the addition of a country house or estate, 
a place at the seashore, another in the mountains, and then 
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others such as mansions at pleasure resorts and houses abroad. 
So the percentages of expense for housing and house operation 
tend to remain fairly constant even into the highest income 
levels. 

While detailed information from, actual budgets is not 
available, from which definite conclusions may be drawn, it is 
probable that families enjoying higher incomes indulge in wide 
differences of expenditure depending upon personal inclina- 
tions. Thus, one family with a $15,000 income with an in- 
terest in the outdoors, in driving and riding, may own two or 
more automobiles and spend considerable sums on the upkeep 
of such cars, whereas another family with a similar income, 
but with different tastes, may indulge in a large amount of 
entertaining and formal hospitality. A comparison of the 
expenses of these two families would show a wide variation 
in the amounts expended by classes of expenditure. In the 
former case, the percentage for miscellaneous items might be 
2% or 3% higher than for the second, and in the latter case, 
the percentage expended for food would be higher than the 
former. In reality, however, both families should be con- 
sidered as having approximately the same standard. 

The number of families enjoying liberal standards of liv- 
ing is probably less than 2% of all families. It is estimated 
that about 2,000,000 people may be included in this group. 


Variations in Standards of Living Within the Same In- 
come Groups.—F rom the foregoing definitions and descriptions 
of the various standards of living it will be seen that the man- 
ner of living, the kinds and quantities of goods consumed and 
the proportions expended for each class of goods are the dis- 
tinguishing characteristics. The standard of living is not 
primarily due to any one condition such as amount of income, 
size of family, occupation, social standing, education or other 
individual factors, but rather to a combination of these. 

The various studies on family budgets, to which references 
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have been made, have generally assumed a standard family 
which a generation ago was taken to consist of five persons, two 
adults and three dependent children. As pointed out in an- 
other chapter, there were actually very few of such families in 
the past and fewer now. Since 1920 the standard family has 
usually been described in budget studies as consisting of two 
adults and two children. For the purposes of the investiga- 
tions these definitions of standard families may have been, and 
undoubtedly were, entirely proper and satisfactory but as a 
means of determining actual living conditions on a large scale 
and as a means of measuring consumer demand for given com- 
modities such definitions are more or less meaningless and even 
confusing. A new classification of people is needed based upon 
standards of living. Such a classification would take into ac- 
count both family incomes and the number of people dependent 
thereon. 

In the accompanying table (see Table XLV) there is pre- 
sented a representative list of studies showing incomes neces- 
sary to maintain various standards of living as worked out by 
investigation. The amounts considered necessary to support 
the various standards of living mentioned, and the sizes of 
families considered in each case, are also set down. In at- 
tempting to apply these figures to present-day conditions it 
should be kept in mind that the values have changed greatly, 
particularly since the earlier studies were made. 

Many thorough efforts have been made to determine the 
costs of supporting the bare subsistence standard of living and 
the minimum for health and efficiency. There have also been 
estimates of the requirements for maintaining a minimum 
comfort level. More recently there have been studies of the 
costs of living among professional workers intended to show 
the requirements of maintaining moderately well-to-do or well- 
to-do standards of living. From these sources of information 
with interpolated estimates to cover cases where facts are not 
available, a tentative table has been prepared showing approxi- 
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TABLE XLV. INcoME NECESSARY TO MAINTAIN VARIOUS STANDARDS 
oF Livinc 
Standards . Size of Estimated 
of Living Locality Family By Whom Made Year Cost 
New York 5.0 L. B. More 1903 |$ 728.00 
1905 
New York 5.0 R. C. Chapin 1907 825.00 
Buffalo 6.0 J. R. Howard 1908 675.00 
Homestead 4-4 M. F. Byington 1907 914.68 
1908 
Three southern 7.0 U. S. Bureau of Labor Sta- | 1908 600.74 
textile mill con- tistics 
8 cerns 
Fall River, Mass. 6.2 U. S. Bureau of Labor Sta- | 1908 731.64 
tistics 
Chicago — (stock- 5.33 | J. C. Kennedy and others 1909 800.00 
a yards district) 1910 
c| New York Not given] New York State Factory In- 1914 876.43 
a vestigating Commission 
Buffalo Not given] New York State Factory In- 1914 772.43 
vestigating Commission 
Philadelphia (Ken-| 5.2 E. L. Little and W. J. H. 1913 1,069.94 
sington district) ‘cotton 191S 
District of Colum- 3.8 U. S. Bureau of Labor Sta- | 1916 |Not given 
bia tistics 
Dallas 4.8 Dallas Wage Commission 1917 1,134.5 
Philadelphia 5.04 | Philadelphia Bureau of Mu- 1916 1,636.79 
nicipal Research 1918 
New York s Board of Estimate and Ap- 191s 844.94 
portionment 
Washington 5 U. S. Bureau of Labor Sta- | 1916 | 1,216.03 
‘a tistics 
3 
z Washington s U.S. Railway Wage Commis- | 1917 | 1,210.00 
sion 
f 5 New York 8 National War Labor Board 1918 | 1,386.00 
wl 4 Washington s U. S. Bureau of Labor ror8 | 1,434.36 
1919 
a Fall River, Mass. 5 Natl. Industrial Conference 1919 1,267.76 
Ba Board 
a g Lawrence, Mass. 5 10. 1919 | 1.385.790 
be 
ms West Hoboken and 5 Do. 1920 | 1,604.15 
Union Hill 
: West New York 5 Do. 1920 | 1,616.15 
a Greenville, S. C. 5 Do. 1920 | 1,393.10 
Pelzer, S. C. Ss Do. 1920 | 1,374.09 
Charlotte, S. C. 5s Do. 1920 1,$25.67 
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TABLE XLV. (Continued) 


Maou ror HEALTH AnD DECENCY 


Courort STANDARD Murncom Comrort STANDARD oF LIVING OR 
or Livina 


MoveraTery 
Wett-to-Do 


Wett-to-Do | California 


Do. 
Do. 
Council of Social Agencies 
Phila. Bureau of Municipal 
Research 


Natl. Industrial Conference 
Board 


Do. 


Seattle and Tacoma S. F. Ry. 
Arbitration 


Peixotto 

Natl. War Labor Board 

U. S. Bureau of Labor Sta- 
uustics 

United Mine Workers of 
America 

For Tools 149.00 

Net Living Expense $2, 103.93 

Labor Bureau, Inc. 

Natl. Industrial Conference 
Board 


California State Civil Service 
C 2s 


Peixotto 


1,505.60 


1,476.40 
1,760.50 


2,262.47 


2,243.94 


2,632.68 


1,150.00 


1,557.83 
1,918.00 


2,136.00 


2,112.00 


2,408.00 
2,720.00 


3.150.00 


3.961 .00 


4.893 .00 
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mate expenditures required to support the various standards of 
living (see Table XLVI). 

A high degree of accuracy in such material as is presented 
in Table XLV is, for the present, out of question. The most 
that can be said for the figures offered is that they probably 
represent average American conditions. If taken in this tenta- 
tive way they may be useful in suggesting the conditions of the 
various standards of living. It is to be hoped that with the 
help of future budget studies a higher accuracy may become 
possible. 

TaBLE XLVI. ApproxIMATE EXPENDITURES REQUIRED TO SUPPORT 
Various AMERICAN STANDARDS OF LivinG UNDER URBAN CONDITIONS 
Costs and dollar values as of 1929 


Man Man Man 
Indi. | Man | ‘wife | Wite | Wife 
viduals Wife and and2 | and3 

1 child | children | children 


Standards of Living 


Bare subsistence............... $ 600] $ g00 | $1,200 | $1,500 | $1,800 
Minimum for health and efficiency’ 800 | 1,200] 1,500] 1,800] 2,100 
Minimum comfort.............- 1,000 1,500 1,800 2,100 2,400 

MMOL 5.36 ibe ss ee etn a eats Maen 1,200 1,800 2,200 2,600 3,000 
Moderately well-to-do.......... 1,800 | 2,700] 3,200] 3,700] 4,200 

ell-to-do.............e cece eee 3,000 | 4,500] 5,500] 6,500] 7,500 
Liberal: 2.3. siciss vse siaceawcee en 5,000 | 7,500 ,700 | 10,000 | 12,000 


The variation in standards of living possible under the 
same incomes due to differences in size of family and other 
factors is a simple fact of everyday life but one that has often 
puzzled students of family budgets. It is easy to see that a 
single individual may maintain a fairly high standard of living 
at a sum which would provide a very low standard of living 
for a family. An income of $1,200 a year for an individual 
under modern city conditions should provide a comfort or at 
least a minimum comfort living, but hardly more than a mini- 
mum for health and efficiency for a man and wife, and not 
more than a bare subsistence standard of living for a man, wife 
and one child. A still larger family attempting to live on this 
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income would find itself below the poverty line. From an 
examination of the estimates of expenditures required to sup- 
port various American standards of living presented in Table 
XLVI, it will be seen that an income of $1,800 under modern 
urban conditions will support an individual, either a man or 
woman, on a moderately well-to-do level. The same amount 
will provide a comfort standard of living for a man and wife, 
a minimum comfort standard of living for a man, wife and 
one child, a minimum for health and efficiency for a man, wife 
and two children and only bare subsistence for a man, wife and 
three children. Similarly, other sums provide different stand- 
ards of living for families of varying sizes. 

Because of the differences in standards of living under the 
same incomes, it is possible for persons with low incomes in 
some instances to become purchasers and users of such high 
cost commodities as automobiles, expensive radios, and so on. 
Quite obviously, a family which can secure from its income not 
more than a bare subsistence or even a minimum for health and 
efficiency cannot afford the luxury of a car. The ownership 
of automobiles and other similar commodities begins to be a 
factor in the minimum comfort and comfort standards. 

If the usual wages paid to unskilled and semi-skilled work- 
ers will not support a family in anything higher than a mini- 
mum for health and efficiency standard of living, then how is it 
possible for so many people working at unskilled and semi- 
skilled occupations to own automobiles? The explanation is 
that where there are large families to be supported on such 
incomes they do not own automobiles, but a single man or 
woman receiving an income of $1,200 or even $1,000 a year 
enjoys a standard of living high enough to permit the owner- 
ship of a car. In fact, a large percentage of the cars to be 
found in these economic classes are owned and operated by 
young single men and occasionally single women. When cars 
or other similar high-priced commodities are purchased by the 
heads of families of unskilled or even semi-skilled wage- 
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earners, it will usually be found that the total income of the - 
family is higher than the single income of the principal bread- 
winner. 

The family of an unskilled worker whose wage income is 
supplemented by the wages of a working wife or working chil- 
dren may have an income sufficient to raise its standard of 
living two or three planes above what would be possible solely 
under the individual income of the principal breadwinner. 
With the help of the earnings of other members of the family 
the ownership of the automobile, radio or other similar com- 
modities becomes easily possible. A difference in family in- 
come of from $300 to $400 a year among the lower income 
groups is sufficient to raise the standard of living to a higher 
plane with all the resulting differences in goods consumed. 

Among the working classes the wage of the husband or 
principal breadwinner is in a great many cases supplemented 
by earnings of the wife, children or dependents and these sup- 
plementary earnings show a definite tendency to increase very 
materially as the size of the family increases. In families con- 
sisting of but four persons, according to the “Costs of Living 
in the United States,” the earnings of the children average less 
than $10 per year. Families of from five to six persons show 
earnings from children averaging $100 to $800 per year.’ 
Obviously, the standard of living in a family consisting of a 
‘man, wife and three children in which the earnings of the man 
average $1,800 a year would be about at the bare subsistence 
level, but when supplemented by earnings of children amount- 
ing to from $600 to $800 a year the family may enjoy at least 
a minimum comfort standard of living. 


Variations in Standards of Living Due to Make-up of 
Families—There are other important considerations affecting 
the standards of living of individual families, such as the ages 
of the children and their health. The cast of care of children 


1U. S. Bureau of Labor Statistics, “Cost of Living in the United States,” 1918 
1919, Pe 4 
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increases with their ages and the differences indicated in the 
table amounting to $300 per child in the lower levels and from 
$400 and up in the higher levels are to be interpreted merely 
as averages from which there would be important variations 
in individual families in accordance with the ages of their 
children. 

There are likewise variations in the cost of living among 
adults depending upon their age and activity. With increasing 
years both men and women consume less food and require less 
frequent replacements in clothing, home furnishings and other 
items. Where there is no complication due to illness or help- 
lessness, and the amount of income can be maintained, the 
standard of living may actually rise. However, as age comes 
on, particularly among people with lower incomes, earnings 
usually decline so that any diminution in consumption is more 
than counterbalanced by reductions in income. In advancing 
years there is, consequently, very often an actual decline in the 
standards of living. 

It has been variously estimated that from 25% to 65% of 
all persons over 65 years of age decline into poverty and must 
have aid either from their children, relatives or friends or from 
public sources. In a study of the aged and their problems by 
the Commission on Pensions of the Commonwealth of Massa- 
chusetts in 1925, it was found that 15.6% were supported from 
public or privately organized funds such as pensions, private 
or public outdoor relief, almshouse relief, cared for in private 
homes for the aged, and so on. In addition to those supported 
from organized funds 17% were supported by children, rela- 
tives or friends. Thus 32.6% of the aged in Massachusetts, 
according to this commission, had passed below the poverty line 
and were either public or private dependents. 

It was also found by the Massachusetts Commission on 
Pensions that of the remainder of the aged population investi- 
gated, 32% had incomes of less than $400 per year, an amount 
obviously inadequate for proper support above the poverty line. 


Google 


306 ECONOMIC PRINCIPLES OF CONSUMPTION 


Therefore, a total of nearly 65% of the aged in Massachusetts, 
according to this report, had incomes insufficient for adequate 
independent support. 

In a study of old-age dependency made in eleven representa- 
tive industrial cities in New York, New Jersey, Pennsylvania 
and Connecticut by the Industrial Welfare Department of the 
National Civic Federation, the results found were not nearly 
so discouraging as in the Massachusetts study. Out.of 14,455 
persons over 65 years of age selected from industrial, clerical 
and professional classifications, 60% were found to be self- 
supporting, and 40% were receiving more or less aid from 
children, relatives or friends or from public or privately or- 
ganized charity funds. More than one-half of this group re- 
quiring aid were fully dependent upon resources other than 
their own for support. 

Of the total number of persons studied by the Industrial 
Welfare Department of the National Civic Federation, 25% 
had property valued at more than $10,000, while 42% had 
property valued at more than $5,000, 30% of the entire number 
had no property whatsoever, and 17% had neither property 
nor income of their own. 

The results found by the National Civic Federation do not 
indicate so high a percentage of dependency among aged people 
as did the results from the study of the Massachusetts Com- 
mission on Pensions. The differences are in part due to the 
fact that the National Civic Federation included none who were 
living in public almshouses or private homes for the aged. 
Furthermore, the selection of cases made by the National Civic 
Federation including clerical and professional groups un- 
doubtedly resulted in showing a higher proportion of self-sup- 
porting persons than would have been the case if only such 
persons as were employed or had previously been employed in 
industrial work had been included. Industrial workers, par- 
ticularly in the unskilled and semi-skilled classes, could never 
have been very many planes above the poverty line in their 
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standards of living so that the decline in earnings occurring 
with age might easily account for a high percentage falling 
below the poverty line. That persons engaged in clerical and 
professional work and who presumably at one time enjoyed 
higher standards of living, such as the comfort, moderately 
well-to-do or well-to-do levels, should in old age fall below the 
poverty level and require public support is tragic commentary 
on present living conditions. 


Changes in Standards of Living During an Individual 
Lifetime——Several changes may well occur in the average 
individual’s standards of living during a lifetime. From strug- 
gles with poverty and lower standards of living in childhood 
and youth, an individual on reaching adulthood and full earn- 
ing capacity, may as an individual be able to provide for him- 
self a fairly high standard of living. Ordinarily, marriage, 
when both man and wife do not continue at work, involves 
some sacrifices from the standards of living maintained by the 
man and woman up to that time. After marriage, if the hus- 
band cannot increase his earnings regularly, there follows a 
decline as children are born and must be cared for. During 
this period the standard of living may fall several grades. 
After the children have reached the age of making contribu- 
tions to the family income or even self-support there usually 
follows a period of rising affluence and standards of living for 
the parents up to the end of the active working period of the 
father. Thereafter as income declines the standards of living 
again fall as already indicated. : 

This rise and fall in standards of living during a lifetime 
was clearly described by Herbert Seebohm Rowntree in 1901. 
In his study of the life of industrial workers he gave this 
alternate rise and fall in living conditions the term, ‘‘the cycle 
of life.”* While Rowntree applied this description solely to 
working classes, obviously the same thing happens among all 


2H. S. Rowntree, Poverty—A Study of Town Life. 
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classes. Rowntree’s laborers sank down below the poverty 
line during the period when the children were young and un- 
productive as well as in old age. Other classes with higher 
incomes and higher standards of living do not sink as low as 
the poverty line but do nevertheless suffer declines at the same 
periods. 


The Mental Attitude toward Standards of Living.—In the 
preceding chapter brief mention was made of the fact that be- 
yond the bare, physical necessities of life the standard of living 
is essentially a product of the mind. At any given level it in- 
cludes what people think they must have. The classification of 
standards of living offered in this chapter are not likely to be 
very comforting or satisfactory to those who are enjoying the 
higher standards of living, for while people in the bare sub- 
sistence and minimum for health and efficiency levels are mak- 
ing their struggles to keep above the poverty line, those who 
are enjoying moderately well-to-do and even well-to-do stand- 
ards of living are quite likely to believe that they, too, are at 
the poverty line and their descriptions of their ways of living 
are often as plaintive and as pitiful as the pleas of the beggars 
in the streets. 

In a study of the “Incomes and Living Costs of a Univer- | 
sity Faculty” of 272 members of the faculty of Yale Uni- 
versity in 1928, the standards of living enjoyed by the faculty 
members, measured by the definitions laid down in this chapter, 
ranged from the comfort level up to liberal standards of living. 
The purpose of the study was to indicate the inadequacy of the 
low salaries paid by universities in general and by Yale in par- 
ticular. The comments made in the individual reports clearly 
indicate the keen personal suffering of these people attempting 
to maintain certain standards of living. 


Members of the faculty with incomes of less than $3,500 per 
year complained that “their wives must do all the cooking, house- 
work and laundry and that they must economize until it hurts.” 
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One said that he lives in a flat in the “wrong” end of town. 

“Our one extravagance in the field of amusement is a season 
football ticket.” 

“It is impossible to have any regular domestic help, which 
makes it a steady hard job for the woman of the house, who has 
to do the cooking, cleaning, washing of the baby’s things, sewing 
and shopping.” 

“Washing and ironing done at home with occasional help. No 
servants.” 

“Wives do all the housework except as they have some oc- 
casional service.” 


At incomes of from $3,500 to $4,500 per year which should 
provide a man, wife, and two children with a moderately well-to- 
do standard of living, the Yale report states that “even at this in- 
come the wife does all the housework and they can achieve nothing 
better than a hand-to-mouth living.” 

“Just about able to break even, no domestic help other than 
some one in the evening to look after the children. Self-denial 
must be practiced to the point of being painful.” 

“They can afford almost no books, attend no professional gath- 
erings, unless close at hand, cannot go to theatres unless in the 
gallery to look down at the students in the orchestra seats where 
the teachers cannot afford to sit.” 

“Require the utmost economy to prevent a deficit.” 

“We have necessary food, clothing and shelter, but do most of 
our own work.” 

“By constantly living over my income the family lives in a 
fair comfort. Sickness quickly wrecks the budget.” 


At incomes from $4,500 up to $6,000 a year, the Yale report 
states : 
“My mode of living is just like that of the man downstair 
in the two-family house. He is manager of a gasoline filling 
station.” 
“Mode of living modest, much more restricted than that of 
other professional men and of most business men.” 
“Wife does not only the cooking but also laundry and most of 
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the dressmaking, but has a helper for housework twice a week. 
Seldom go to the movies. Wife is very efficient otherwise we 
could not get by.” 

“Present salaries provide for a plain, but comfortable physical 
existence, but are entirely inadequate for the cultivation of pro- 
fessional and aesthetic interests.” 

“A gradual decline in standard of living has been necessary. 
The more we have given up the more we have had to. We live ina 
half a double house, no grounds, insufficient room, inconvenient ; 
no proper home. Laundress one day a week, sewing woman about 
once in two weeks. No other service. Public schools for chil- 
dren, almost no special advantages for them.” 

“When I think of the coming needs of a growing family and the 
education of two children, I wonder what my financial condition 
will be at the end of my useful service.” 

“Family blessed with good health, if not God help us.” 


At incomes from $6,000 to $9,000 per year, which should pro- 
vide a family of four with a well-to-do standard of living, the 
Yale report states: 

“If gifts from parents were not continued I should have to 
leave Yale.” 

“Modest living, minimum of entertainment, no theatres, rarely 
concerts.” 

“My wife and I have to do too much menial work.” 

“Cannot make ends meet only by keeping expenses for service 
as low as possible, although a few at this level begin to have a 
full-time servant.” 


At incomes over $9,000 per year the struggle to maintain the 
standard of living eases up a little and changes in character but 
one report states: “If I had children I could not hope to give them 
the advantages of education and travel enjoyed by the general run 
of students who enter my classroom.” 

Another man explains that “he has been drained dry by the 
education of his children until the wife and family have done 
much of the housework.” 
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“Present income does not adequately safeguard for the future 
as outside sources of income are uncertain.” - 


All families with incomes over $9,000 a year have regularly em- 
ployed servants. 

One report closes by indicating that an income of at least 
$15,000 is necessary to maintain a family at a “New Haven stand- 
ard of living, to travel and spend freely on theatres and recrea- 
tion, to give their children first-class preparatory and college 
education and allowances enabling them to live on a par with the 
general run of students in the University.” This standard of living 
“makes it possible for the home to be well maintained with at 
least two full-time servants and some other services.” 


One may indeed sympathize with the purpose of the Yale 
Committee on the Academic Standards of Living to secure 
higher salaries for the members of the faculty. In comparison 
with incomes of other professions and business occupations and 
of the families from which their university students come, the 
incomes of the professors are pitifully inadequate. It has often 
been demonstrated in individual cases that the ability required 
in successful university teaching may be turned to much higher 
financial account in private business. If university boards and 
university patrons desire capable teachers for their children 
they must reckon with the human desire found even among 
teachers for higher standards of living. If educational work 
will not pay such incomes, then teachers who are really worth 
more and can command more in private business are hardly to 
be blamed for going into other work. There is only one way 
to keep such teachers, and that is by raising their salaries to 
levels comparable to remuneration obtainable in outside fields. 

In conclusion, it seems to be almost a universal trait of 
human nature to consider that standard of living which can be 
comfortably maintained within current income as too low. 
Those whose incomes are too low to secure adequate physical 
necessities of life quite naturally desire more food, clothing and 


Google 


312 ECONOMIC PRINCIPLES OF CONSUMPTION 


shelter. After these elementary needs have been covered there 
rises a long series of steps or plateaus, each representing a 
standard of living, each beckoning to those on the plane below. 
Whatever the standard at which people may exist, there is al- 
most always an ambition to improve it. The common feeling 
is that life at the current standard is but mere existence and 
that something finer and better can be secured on the plane 
above. 

It is next to impossible for a person conventionally trained 
and habituated to life at the well-to-do or even moderately well- 
to-do standards of living to imagine, much less appreciate, any 
possibility of comfortable existence at the minimum for health 
and efficiency or minimum comfort levels. A challenging 
- question directed to persons in these higher standards of living 
usually brings the very truthful answer, “I do not see how they 
can possibly live within such incomes.” As a matter of fact, 
not less than two-thirds of the entire population do live at the 
minimum comfort and lower standards of living. 

This urge to improve the current standard of living and to 
fight any tendency to decline is the chief motive for material 
progress. The general discontent with living conditions at 
every level is hard to explain on any logical or rational basis, 
but, it is this discontent with things as they are and with living 
at current standards that is responsible for a large part of the 
efforts made by the human family to improve their conditions 
and to rise. 
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CHAPTER XIII 
FOOD 


A brief analysis will now be undertaken of the extent of, 
and trends in, the consumption of the various classes of com- 
modities enumerated in the preceding chapter. Such an analy- 
sis of available information including general statistics of con- 
sumption and studies of the budgets of large groups of families 
at varying income levels reveals a number of interesting tend- 
encies which may not be stated with the certainty of law but 
which do offer interesting and helpful approaches to the formu- 
lation of principles of consumption. 


Facts and Trends in Expenditures for Foods 


It is estimated that the value of the total food consumption 
of the people of this country as of 1925 amounted to about $24,- 
000,000,000. More recent figures upon which such an estimate 
_might be constructed were not available at the time of this 
writing. Table XLVII presents the details of the estimate. 

In the following tabulation an estimated deduction is made 
for duplications and products used in other industries. There 
are a number of such duplications of values in the Census of 
Manufactures and also in the estimates of production of agri- 
cultural products. 

For example, the Census first gives the value of flour and 
then of bread and other bakery products in which flour is the 
principal ingredient. There is a duplication in this item alone 
of nearly $300,000,000. There are likewise duplications in 
dairy products, including milk and butter which reappear in 
manufactured form under confectionery, chocolate, bakery 
products and other food preparations. Milk, which is not an 
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TABLE XLVII. Estmatrep Foop ConsuMPTION, 1925 


Foods 


Manufactured products................ 
Fruits, vegetables and nuts............. 
MUNK ie se cranes geld ha snide aislaae nbd # 
Poultry and eggs..................005. 
Meat produced and prepared outside of 

LACLOMIES os cre ieee shgeeie de olela Sart piecatoe nares 


Less the following items: 
Export of foods....... $ .9 billions 
Duplications, products 
used in other indus- 
tries, etc........... 1.5 


Net amount consumed........... 


Estimated value of foods produced and 
consumed at home................. 


Net value of food products distributed. . . 
Estimated distribution margins.......... 
Add value of foods produced and con- 


sumed at home.................005 


Total value of all foods consumed. . 


| Value Estimated 


for 1¢25 


mn noO 
NOnN 


OHnA 


$18. 


° 


N 
> 


Go 
Pon 


3.0 


$24.0 


Source 


Census 


U.S. 
U. S. Stat. Abst. 


U. S. Import Stat. 


item listed in the Census of Manufactures but which forms an 
important part in the total of food consumption for which a 
total value is given, reappears in part in the values for the 
manufacture of butter, cheese, ice cream and condensed milk. 
There is a duplication here of approximately $300,000,000. 
Starch, flavoring extracts, vinegar and malt are other food 
products whose values are listed in the Census which reappear 


again in the values of other manufactured goods. 


Sugar is used in chocolate, confectionery, canned goods, 
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preserves, and so on. Meat packing products such as lard re- 
appear in bakery products, and meat is also often remanufac- 
tured or reprepared in various forms before it reaches the 
consumer. Sugar in great quantities is also used in other 
industries and a large number of the products of meat-packing 
industries, included in the Census of Manufactures are, ob- 
viously, not intended for food consumption such as hides and 
skins, hair, wool, bone, fertilizers and so forth. 

The value presented for the total production of fruits, 
vegetables and nuts is subject to a reduction of at least $200,- 
000,000 for the use of these products in the canning and pre- 
serving industries. Similarly a reduction must be made from 
the value of fish for the reappearance in the value of canned 
and prepared fish. A considerable but unknown value needs 
to be deducted from the total for eggs, which are used in the 
production of baked goods and also for use in other industries. 

It is estimated that the total value of these duplications 
and items included but which are not usable as foods is valued 
at not less than $1.5 billions. 

The net amount of foods produced in 1925 and intended 
for consumption, therefore, was $15.6 billions. For the pur- 
pose of this estimate it is assumed that the carry-over of goods 
produced in 1924 into 1925 and the carry-over of goods pro- 
duced in 1925 into 1926 balance each other and that this volume 
represents the total consumption for 1925. 

This total figure, however, represents values at first hand, 
that is, at manufacturers’, importers’, exporters’ and farmers’ 
prices, and does not represent consumers’ values in any case 
except on such goods as are consumed at the point of produc- 
tion such as milk, butter, poultry, eggs, fruits, vegetables, 
meats, fish, and so on, consumed by the producers. To obtain 
an estimate of the total cost of food to consumers it is there- 
fore necessary to make additions to cover the margins of 
wholesalers and retailers together with the cost of handling and 
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transportation on the amount of goods finding their way 
through the channels of trade to consumers. 

Only the roughest possible sort of estimate can be given 
of the value of foods consumed at the point of production. 
Studies of budgets of farm families generally agree that from 
60% to 70% of all food consumed is produced at home. The 
total value of food consumed per year usually averages some- 
what over $600 per year. Applying these percentages generally 
to the total value of foods consumed by the farm population 
would give a value of nearly $2.5 billions produced and con- 
sumed at home. To this should be added foods produced 
and consumed by villagers and townspeople who have gardens, 
poultry and even cows. The total value of all foods pro- 
duced and consumed at home must therefore be at least $3 
billions per year. If this estimate is correct then there remain 
$12.6 billions worth of food products at manufacturers’ and 
producers’ prices to be distributed and to which must be added 
distribution costs. Transportation expenses, wholesalers’ and 
retailers’ margins in the food lines vary considerably from 
manufactured specialties such as package goods, bread, yeast, 
salad dressings, and so on, in which the costs of marketing 
are high, to flour, sugar, potatoes and other items in which the 
costs of marketing are relatively low. Averaging all classes of 
goods it is probable that all expenses for wholesalers and re- 
tailers as well as transportation do not amount to more than 
409% of the retail values of foods passing into the hands of 
consumers. Therefore, the retail values of such goods would 
amount to $21 billions. This is the total volume of food prod- 
ucts passing through the channels of trade to the consumers 
including wholesale and retail grocers, meat dealers, delicates- 
sens, fruit and vegetable dealers, hucksters, milk companies, 
markets and so on. To obtain the total value of all food con- 
sumed there should again be added the $3 billions which repre- 
sents an estimate of food consumed at points of production thus 
making a total of $24 billions. 
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Effects on Food Consumption of Changes in Standards of 
Living—All comprehensive studies of family budgets covering 
differences in standards of living and important differences in 
income substantiate Engel’s law that as income goes up the 
amount in dollars expended for food also goes up but the per- 
centage of total expense declines. Supplementing Engel’s law 
it seems fairly certain in the lower standards of living that the 
actual quantity of food consumed increases as the income in- 
creases up to a certain point. The quantity of food consumed 
per capita apparently reaches a maximum in the minimum com- 
fort standard of living. In the higher standards the quantity 
remains about constant or may even decline except in so far as 
it may be wasted rather than consumed. 

There has been an actual per capita decline in the amount, 
not value, of food consumed, in the opinion of Leo Wolman, 
This decline in quantity is due, according to Wolman, to de- 
clines in hours of labor, in hard, physical labor, widespread 
use of automobiles, and closed cars at that, improvement in 
domestic and commercial heating, decline in the proportion of 
males to females for the country as a whole, and the current 
fashion of slenderness and accompanying efforts to reduce.* 

When individuals and families have sufficient incomes to 
provide standards of living beyond the minimum comfort stand- 
ard, foods of better and better qualities are demanded. On 
passing from lower to higher standards of living consumer de- 
mand tends to increase for such foods as higher priced meats, 
shell fish, butter, eggs, fats, sweets, fruits, imported goods, 
grade A milk, and so on. 

As income goes up the tendency, particularly among city 
families, is to buy ready-cooked and ready-baked foods. This 
trend is also to be found among farmers, but has not yet gained 
as much ground in the country as in the city. Industrial 
workers in the bare subsistence minimum for health and effi- 
ciency and to some extent in the minimum comfort levels, carry 


1“Recent Economic Changes," Chapter I. 
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their lunches and dinner pails to their work, but in the higher 
levels, workers and employees patronize factory and office 
workers’ cafeterias, lunch counters and restaurants. 

The number of restaurants is increasing rapidly. Accord- 
ing to the Census of 1910 there were 60,832 restaurant keepers 
in the country while, in 1920 there were 87,987. Attention has 
recently been called through publications of the United Restau- 
rant Owners Association that there were at the end of 1928 
over 110,000 restaurants and pubic eating places throughout 
the United States. This means that there is nearly one restau- 
rant for every 1,000 inhabitants, and the number of restaurants 
is said to be increasing at the rate of 9,000 a year. The capital 
invested in the restaurant industry is in excess of $600,000,000, 
and the total number of employees is 2,230,000 of whom 9go00,- 
000 are waiters and waitresses. 

This rapid growth of public eating places has been coin- 
cident with the rapid growth in real income and rising standards 
of living of the people of the country. In general, as standards 
of living rise, the patronage of all classes of restaurants like- 
wise increases. The cheaper restaurants serve the people of the 
lower standards of living and higher priced restaurants offer 
more expensive service to individuals and families enjoying 
higher standards. 

The increasing consumption of certain higher priced and 
better quality foods is accompanied by declines in certain other 
commodities. On passing from lower to higher standards of 
living, one finds actual decreases in the per capita use of pota- 
toes, bread, crackers, all kinds of cereals, canned goods, turnips, 
cabbage, as well as the cheaper kinds of meats such as salt pork, 
corned beef and stew meats. It may be assumed that during 
periods of rising prosperity such as have been enjoyed during 
the past ten years there are marked increases in the public 
consumption of milk, butter, cheese, and ice cream, fresh fruits, 
fresh vegetables, canned fruits, poultry and eggs. 
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Canned foods show the highest consumption among people 
having standards of living up to the minimum comfort and 
comfort levels. Consumption of canned goods, with the ex- 
ception of canned fruits, declines in the higher standards of liv- 
ing. Milk consumption during the past twelve years has in- 
creased more than one-fourth. Milk consumption has increased 
among all classes of people and at all standards of living. 
Dieticians state that the per capita consumption is still far from 
what it should be. The consumption of meats has shown a 
declining tendency for more than a generation. There has, 
however, been an increase in meat consumption since 1924. 
Tea drinking in the United States seems to be on the decline. 
Average importations were lower in 1928 than in any year for 
six years previously. Coffee drinking on the other hand seems 
to be increasing. Sales of roasted coffee for 1927, according 
to the United States Census, exceeded the value of output for 
1923 by more than 27%. 

The percentage of total expense for food varies as the size 
of the family. It is obvious that with the same incomes a 
family of five or six persons eats more and usually must spend 
a larger part of its income for food than a family of two or 
three. The per capita amount of expense for food, however, 
tends to decline as the number of persons to be fed increases, 
that is, a family of five does not require five times as much 
expense for food as a single person, nor does a family of five 
require five-thirds as much expense for food as a family of 
three. 

While the food consumption varies as the ages of the in- 
dividuals making up the family even when such consumption 
is reduced to a per capita adult male basis, there is as the size 
of the family increases a decline in the expenditures for food. 
So while percentage of expense for food increases with the size 
of the family, this increase is not in even proportion to the 
number of persons within the family. 


Google 


320 ECONOMIC PRINCIPLES OF CONSUMPTION 


Reasons for Variations in Expenditures for Food.—Ex- 
penditures for food vary somewhat in the different parts of 
the country. According to the study of the “Cost of Living 
in the United States,” based on investigations made in 92 in- 
dividual localities, the lowest expenditure for food was found 
in Roanoke, Va. (30.6% ) and the highest in Fall River, Mass. 
(48%). The average for the entire group of 92 cities was 
38.2%. By grouping the communities studied according to 
their geographical location the average expenditures for food 
were as follows: 


Geographical Expended 
Regions for Food 
North Atlantic..............2.....0.. 39.0% 
South Central................0..00005. 37-5 
North Central... ..............0..0-. 35.0 
South Atlantic. .............2........ 34.6 
Western... 0.0.66. 33.0 


The differences in amounts expended for food in the above- 
named sections may, in part, be due to easy accessibility and 
low prices of food products grown near at hand. Thus, in the 
vicinity of Roanoke, Va., are some of the richest food pro- 
ducing areas, particularly for vegetables, to be found in the 
country. Quite naturally the costs of vegetables in the Roa- 
noke markets should not be as high as in other cities in which 
all of these products require long-distance transportation and 
rehandlings. In the case of Fall River, Mass., as with most 
New England industrial centers, most of the food must be 
imported from other sections of the country, with the effect 
that prices are higher. Consequently, a larger part of the 
total family expense must be for foods than in other areas. 

The low percentages of expense for food in the western sec- 
tion also may, in part, be due to the cheapness of food supplies. 

There are, however, other possible explanations for the 
variations in percentages expended for food. The most im- 
portant of these are the differences in size of families. This 
factor is without doubt as important as differences in avail- 
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ability of, and accessibility to, cheap foods. As one examines 
the report on the “Cost of Living in the United States” and 
notes the ranges in percentages expended for food in the various 
localities the obvious conclusion is reached that the lower food 
percentages are also for the most part associated with smaller- 
sized families. 

The percentage of expense for food varies with occupations 
of workers regardless of the size of their income. Farmers 
and outdoor workers spend more for food than do indoor, 
clerical and even industrial workers. This variation may be 
accounted for by the increased physical demands of outdoor 
work. It should be kept in mind, however, that the actual pur- 
chase of foods by farmers and other workers may be, and often 
is, considerably less than the purchase made by industrial and in- 
door workers due to opportunities for home production. Budg- 
et studies have for the most part attempted to eliminate these 
differences by setting estimates of cash values on the amounts 
of food consumed but produced at home. There seems to be 
a general consensus of opinion expressed by authors of such 
studies to the effect that food consumption is quite definitely 
increased where production is carried on at home. Whatever 
the standards of living may be among farmers, expressed in 
consumption of other commodities, the amount of food is usu- 
ally ample. 


Sectional Variations in Consumption of Food.—There 
are a*number of food products that are used all over the coun- 
try and by nearly all people. The report on “Cost of Living in 
the United States” gave a clear indication of this fact. More 
than 90% of all the families of all sections of the country pur- 
chased and used such commodities as the following and in the 
order given—Irish potatoes, sugar, eggs, apples, wheat, flour, 
onions, tomatoes, coffee, rice, wheat bread and beef steak. 
Other commodities coming next among high percentages of 
families included milk, cabbage, butter, cornmeal and oatmeal. 
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Potatoes, sugar and eggs are commodities used by prac- 
tically all families in all sections of the country. 

It is of special interest that many vegetables ranked higher 
in the list than any of the meats. It is also noteworthy that 
beef steak, the most expensive, but at the same time perhaps 
the easiest of meats to prepare for use, should occupy first 
place among all meats used. 

Among the fruits listed as purchased by the families studied 
in this report apples came first with a very high percentage from 
all sections of the country. Apples of high color and soft 
texture, such as the Mackintosh, have grown very popular in 
New York and other large cities. Inasmuch as oranges usually 
sell in larger quantities and more widely than lemons, it is 
presumed that the heavy use of lemons reported in this study 
was due to the violent epidemics of colds and influenza that 
occurred throughout the country in 1918-1919. 

Of the’ various beverages, coffee comes nearest to being the 
national drink. Out of 12,096 families whose food purchases 
and consumption were studied in the report on the “‘Cost of 
Living in the United States,” 93% were users of coffee. 

There are, however, wide variations in the commodities con- 
sumed even within the same standards of living in the different 
sections of the country. Some of these differences may be 
easily explained on such bases as availability and cheapness, 
nationality customs, and force of local habits. 

Availability plays a large part in food habits, for example, 
fresh fish ranks very high as an article of consumption on both 
the eastern and western seaboards and quite naturally constitutes 
but a minor item in the diet of the people living inland. On 
the other hand, canned salmon finds its widest use in sections 
farthest from the coasts. Similarly, the use of corn and corn- 
meal as an article of diet ranks very high in those sections of 
the country where corn is raised and particularly in the south- 
ern sections of the country. It is a relatively unimportant item 
in other sections. Scarcity of ice in rural sections of the South 
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makes poultry, which is kept alive until needed, a more com- 
mon food than beef or mutton. The consumption of foods 
such as beef, pork, mutton, dairy products, fruits and vege- 
tables ranks higher in the sections in which these commodities 
are produced than in the sections where they must be imported. 

Food customs of various nationalities can be traced in 
American communities in which such foreign-born nationalities 
dominate. Among such peculiarities the following may be 
noted: bacon and potatoes among the Irish, porridge among 
the Scotch, beef roasts among the English, soups and stews 
among the French, sauerkraut and sausages among the Ger- 
mans, oat-cakes and dried codfish among the Norwegians, 
borscht soup among the Russians, and macaroni, spaghetti and 
other wheat pastes among the Italians. The influences of Spain 
and Mexico still affect the food habits of people living in the 
states adjoining Mexico where corn, beans and pepper dishes 
are important in the diet. The elimination of pork as an article 
of food among the Jews and certain other religious sects 
may be mentioned in this connection. 

Local habits govern the consumption of many kinds of 
food. For example, cornmeal in the South must be white, 
whereas in the northern part of the country, with some excep- 
tions, notably Rhode Island, it must be yellow. Boston pre- 
fers brown eggs and New York white eggs. Light-colored 
butter and cheese are generally desired in the North but the 
heavily colored varieties are preferred in the South. New 
England uses more tea per capita than any other section of the 
country and for the most part prefers black tea, whereas in 
the Middle and Far West green teas are preferred. Baked 
beans and pies of various sorts are also especially popular in 
New England. Especially heavy consumption of cheap coffees 
is to be noted in the Appalachian coal regions and in the 
Southwest. 

The high percentages of families purchasing tea in the 
North Atlantic, North Central and Western sections but not 
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in the Southern sections may be explained as follows. For 
many decades during the early history of the country New Eng- 
land through its shipping brought in through the New England 
ports most of the tea imported to America. The proximity to 
the import centers of tea made it easier for the New Englanders 
to secure it than for other people farther away. This, no doubt, 
led to the fixing of the tea drinking habit in New England. 
Westward migration from New England through the North. 
Central and Western sections carried the tea drinking habit 
with it. This migration scarcely entered the South so that 
tea drinking, at least of the New England variety, never be- 
came established in the South. Throughout the western part 
of the United States wherever the New Englanders settled, 
their descendants are still heavy drinkers of black tea. 

It is also possible to state in somewhat greater detail what 
the food consumption habits of the people of this country are 
in the various geographical sections. The information pre- 
sented in the following paragraphs is drawn from the “Cost 
of Living in the United States” and presents the facts as of 
the time of that survey, 1918-1919. 


North Atlantic Section—In the North Atlantic section 
which included communities in New England, New York, New 
Jersey and Pennsylvania, there was a greater variety of foods, 
both vegetables and meats, purchased and consumed than in 
any other part of the country. As a result there were fewer 
outstanding varieties than in the other sections. Among the 
meats consumed, beef steak, poultry and fresh pork were im- 
portant but not as marked as elsewhere. The North Atlantic 
section led all sections in the purchase and use of canned soup, 
of tea and milk. A larger number of families reported the 
purchase and consumption of fresh and salt fish than in any 
other section. The purchases of salt pork were high as were 
also the purchases of salt corned beef. Veal and mutton ranked 
high but were not outstanding. In the consumption of butter, 
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ice cream, prunes, cocoa and of starchy foods such as corn- 
starch, rice, tapioca and sago, the North Atlantic section also 
ranked very high. The North Atlantic section also outranked 
all other sections in the purchase of ready-baked pies. 


The South Atlantic Section—The South Atlantic section 
was characterized in its food purchases by a high percentage 
of families buying beef steak, fresh and salt pork, poultry, fish, 
oysters and lard compounds but not lard substitutes. The pur- 
chases of families in this section were considerably lower for 
wheat bread, wheat flour and oatmeal than in the North. Corn- 
meal and hominy more than made up for these differences. This 
section in common with the rest of the South showed a lower 
percentage of purchases of milk and other dairy products than 
in the North but at the same time higher purchases of con- 
densed milk and buttermilk. Among the vegetables, sweet po- 
tatoes or yams and turnips occupied a much higher place in 
the list of purchases than in the North as did watermelon, can- 
taloupe, dried peaches, dried apples and canned peaches. 


The North Central Section—The purchases of the fami- 
lies in the North Central section were characterized by high 
percentages for milk, coffee, cocoa, oleomargarine, wheat bread, 
wheat flour, crackers, baked beans, rolls and buns. Among the 
meats that ranked high veal came first, as testimony of the 
proximity to dairy country, followed by ham, lard, cooked 
and canned meats. A higher percentage of the families in 
the North Central section purchased such commodities as 
oatmeal, rice, cabbage and sauerkraut than in any other. Among 
the fruits occupying a high place, after apples, came bananas 
followed by raisins, prunes, canned pineapple and dried peaches. 


The South Central Section.—The purchases of families in 
the South Central section ran heavily to beef steak, fresh pork, 
salt pork and lard compounds. This section reported the high- 
est percentage of purchase of onions and of several varieties 
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of canned vegetables. It also showed the same food purchas- 
ing habits as the South Atlantic section in high percentages 
of families buying turnips, condensed milk, buttermilk, corn- 
meal and hominy, oranges, watermelon, cantaloupes, jellies and 
preserves, canned foods, dried peaches and dried apples. 


The Western Section—lIn the Western section the per- 
centage of families buying beef steak, eggs, roast beef, fish, 
bacon and veal ran very high. The Western section also re- 
ported the highest percentages of families purchasing mutton, 
vegetable cooking oil, lettuce, butter, carrots and such wheat 
products as macaroni, spaghetti and noodles. Consumption in 
the Western section was also characterized by a high percentage 
of purchases of fruits, particularly grapes, raisins and berries. 
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CLOTHING 


A rough estimate of the total annual consumption of cloth- 
ing in this country may be made by the use of the statistics 
supplied by the Census of Manufactures together with other 
supplementary figures such as imports and exports. By trac- 
ing the changes in the volume of manufacturers of clothing it 
is also possible to trace the major changes in consumer de- 
mand. As in the case of food these figures are not a direct 
measure of consumption, first, for the reason that they do not 
take into account the volume carried over from one year to the 
next, and second, because they represent manufacturers’ prices 
and not prices paid by consumers. It is possible to consider 
them only as guides to actual purchase and use. 


An Estimate of Total Clothing Consumption.—During 
the boom period in 1919 following the World War, the total 
value of all products of wearing apparel made in factories, but 
not including custom-made clothing, amounted to $5.5 billions. 
In 1921, the period of business recession, the volume of cloth- 
ing production dropped to $4.5 billions. In 1923, the total value 
of all manufactured clothing products rose to $5.7 billions, and 
in 1925 it fell back to $5.5 billions. 

Exports and imports of clothing are quite unimportant in 
relation to the totals produced and consumed. The amount 
of all kinds of wearing apparel imported during 1925 amounted 
to less than $60 billions and the amount of exports was about 
$66 billions. Thus imports slightly exceeded 1% of the total 
domestic production, and the value of imports and exports al- 
most balanced each other. Therefore, in making an estimate 


327 


Google 


328 ECONOMIC PRINCIPLES OF CONSUMPTION 


of the total consumption of clothing in this country it is possi- 
ble to disregard imports and exports unless it is desired to give 
consideration to detailed items in some of which imports and 
exports may be highly important. 


Value of Ready-Made Apparel Consumed.—The figures 
given above representing domestic production are, as already 
stated, at manufacturers’ prices and must not be considered as 
amounts paid by consumers for these goods. A large propor- 
tion of all kinds of apparel including hats, millinery, outerwear, 
shoes and furs, and to some extent, underwear and hosiery, 
are sold by manufacturers directly to retailers and therefore 
must carry the expense of transportation and of retailers’ mar- 
gins before reaching the consumer. There is, however, a large 
volume of underwear and hosiery as well as important per- 
centages of other kinds of apparel distributed through whole- 
sale houses to small retailers which must bear not only 
retailers’ margins and transportation expenses, but also whole- 
salers’ margins as well. Retailers’ margins on apparel both for 
men and women range from 20% to 40% of the actual real- 
ized retail prices. Considering all lines of apparel with due 
allowance for mark-downs, special sales, allowances, and so 
on, it is likely that retailers’ margins probably average not more 
than 33 1/3%. Transportation and handling charges do not 
exceed from 3% to 5%, wholesale margins range from 5% 
to 25% on such goods as are distributed by wholesalers. Con- 
sidering all of these factors the total retail sales value must 
be somewhat less than double the manufacturers’ prices given 
in the Census of Manufactures. The total volume of retail 
sales in all forms of apparel for men, women and children for 
the year 1925 probably did not exceed $10 billions. 


Value of the Products of Home Sewing.—However, an 
estimate of $10 billions for the total manufactured clothing con- 
sumed by the people in the United States does not cover the 
total clothing costs for the country. There are no, available 
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figures indicating the extent of purchase of yard goods and 
other materials used in the production of apparel at home, by 
dressmakers or by custom tailors. The amount must be con- 
siderable. Mailing list concerns supplying names and ad- 
dresses of dealers by kinds and classes show that there are at - 
the present time over 25,000 retail dry goods stores in the 
United States most of which, if not all, sell yard goods and 
other supplies for home dressmaking. All wide-scale con- 
sumer studies indicate that some sewing is done in a high per- 
centage of American homes. There are sewing machines in 
at least 90% of the homes. There are also said to be more 
than 36,000 dressmakers and more than 40,000 merchant 
tailors. It must not be concluded, however, that this large 
number of dressmakers and tailors represents persons engaged 
in full-time production of apparel. Many dressmakers carry 
on this vocation only part of the time and a large proportion 
of so-called merchant tailors really run pressing and cleaning 
shops in which the making of clothing is a minor consideration. 

There is apparently no way of estimating accurately what 
the total value may be of production of clothing at home, by 
dressmakers and by custom tailors. More than a generation ago 
nearly all clothing was made at home, or by custom dress- 
makers and tailors. All three have been declining for many 
years. The proportion of men’s clothing made at home and 
by custom tailors has dwindled to a very small percentage. 
Home sewing has also declined but what is still done is largely 
in the making of apparel for the women and children and in 
making alterations and repairs. Recent studies summarized in 
a publication issued by the U. S. Bureau of Home Economics 
in 1927 on “Present Trends in Home Sewing,” indicate the 
wide extent but not the amounts of home sewing. Thus out 
of 2,000 selected families scattered through 32 states, home 
sewing was reported on items such as the following. The 
percentage after each item indicates the number of families re- 
porting such sewing. There is no indication, however, as to 
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the number of garments made or the amount of sewing done. 
(See Table XLVIII.) 


TaBLE XLVIII. Proportion or WomEN Maxine CERTAIN GARMENTS 
AT HoME 


From O’Brien and Campbell, ‘‘Present Trends in Home Sewing,” U. S. 
Department of Agriculture, Miscel. Pub. No. 4, 1927. 


Tucker Bureau of Home Economics 
Rural Rural 
and and 
Village Village 
Total number of answers......... 4.138 1,095 
Garments for women and for girls 
over 14 years of age: 
House dresses... . g.0% 80.0%4 87.1%] 73.9% 
Summer wash dresses 84.0 82.1 86.3 719.0 
Silk dresses........ 46.8 60.9 fus 62.4 
Wool 42.3 $9.2 63. $4.3 
Skirts......... 25.5 44.0 48.2 30.7 
Blouses............ 42.6 41.2 45.3 36.9 
Aprons.............4 77.5 80.4 88.9 72.9 
Goats sa sidusjsee itera vrece si Int 24.4 27.3 ams 
Hats csc dis cise ae 33.8 31.9 33.6 29.9 
Slips...... | 76.6 81.2 13.4 
Petticoats. b83.8 58 6 64.7 52.5 
Chemises. . f 3 46.6 46.8 48.2 
Bloomers... . 61.9 7JO.3 SILT 
Nightgowns................0.-[eeeeee eee 79-9 86.3 14.2 
Garments for children: 
Cotton dresses 64.9 34.2 40.0 27.9 
Wool dresses. 30.7 27.2 33.2 20.1 
Cotton suits. 32.5 17.1 20.4 13-5 
Wool suits. . 26 2 1r.9 14.9 6 
Shirts or blouses...............]...0.0005 17.1 22.2 Im.t 
OTS io esrtasntccratoye 46.90 23.2 27.5 18.4 
ats kee co 8 eu Adiarede eal ..| 17.6 14.8 17.2 12.3 
Sleeping garments......... es | 38.6 45.6 31.2 
Drawers or bloomers. . + egy 34.7 4I.0 27. 
Petticoats............. es | 9 3t.2 36.3 as. 
MPS iafsigske elostg aucune nae nee 31.0 36.4 25.4 
® 138 did not give size of community. © Undergarments and sleeping garments. 


& Grouped as ‘ Undergarments." 


In a similar study made by the U. S. Department of Agri- 
‘culture in 1920 entitled “The Farm Woman's Problem,” cov- 
ering 10,000 families in 33 different states, the fact appeared 
that home sewing was done in 92% of these families. Classi- 
fied by sections 86% of the families reported home sewing in 
the Eastern states, 94% in the Central states, and 95% in the 
Western states. It seems fair to state that it is probable that 
home dressmaking of the better grades of outer apparel for 
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adult women and girls in their teens has declined to small pro- 
portions but that wash dresses, house dresses, aprons and un- 
derwear are still made in considerable quantity. Alterations 
and infants’ wear are very generally made at home. There 
are no Statistics on the proportion of professional dressmakers 
and custom tailors. The sale of fabrics and all kinds of other 
materials used in the production of clothing and in making al- 
terations and repairs may amount to as much as $1 billion a 
year. 


Total Value of Ready-Made, Made to Order and Home- 
Made Apparel.—The total value of the products so made might 
be, estimated to be worth not less than $2 billions. Thus the 
entire apparel production both in factories and home and tailor 
made may be estimated to amount to about $12 billions per 
year. Inasmuch as the total national income for the year 1925 
has been estimated at $79 billions, of which between $7 and $9 
billions were savings, the proportion of the expenditures for 
clothing thus amounts to about 16% of total expenditures of 
all kinds for that year. This result accords with the general 
rule of family expenditures for clothing as determined from 
budget studies and supplies, both proof of its own accuracy and 
‘confirmation of the findings of such family budget studies. 


A Comparison of Values of Apparel for Males and Fe- 
males.—The information on manufactured clothing presented 
in the Census and in the reports on exports and imports does 
not permit accurate and complete separation of values of cloth- 
ing for men and for women. Consequently, it is not possible 
to. compare the costs of clothing for men and for women. 
Among those goods separated for men and for women in the 
Census of Manufactures are included outer apparel and some 
items of furnishings such as collars and shirts for men and 
corsets and millinery for women. The total production of 
these classified items for 1925 amounted to $1.6 billions for 
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women as against $1.4 billions for men. This seems to indi- 
cate that women spend considerably more for apparel than 
men do. It is not certain that these figures may be taken as 
representative of clothing costs for the sexes. Clothing costs 
run higher for women than for men in such items as head wear, 
shoes, hosiery and fur goods. They appear to be slightly higher 
for outer wear. Unfortunately, there is no way of comparing 
the costs for men and for women on such items as furnishings, 
gloves, knit goods and many other items. Taking into con- 
sideration the volume of sales of yard goods and other neces- 
sities for home and dressmakers’ production of apparel as well 
as manufactured wearing apparel, it is probable that the annual 
cost of women’s apparel exceeds that of men’s by perhaps 20%. 


Recent Changes in Clothing Consumption—Due to the 
high unit prices and to the heavy requirements for civilian 
garments, clothing consumption reached a peak of high values 
in 1919, the year following the end of the World War. 

Since 1919, the total clothing consumption has apparently 
done little more than hold its own. There have, however, 
been marked changes in the sale and use of various items of 
apparel. The total values of men’s outer wear including over- 
coats and suits have barely held their own, but from such 
statistics of production as have been collected by the U. S. 
Department of Commerce, the number of suits produced an- 
nually since 1923 has increased steadily. Obviously, there has 
been a serious decline in the average price per garment. 

As in the case of men’s outer apparel, the production and 
sale of women’s outer apparel including coats, suits, and dresses 
as measured in dollars have barely held their own since 1919. 
It is quite certain that here too the unit prices per garment have 
fallen steadily. 

Marked changes have taken place in the sale and consump- 
tion of men’s furnishings since 1919. Production of collars 
reached a peak in that. year, 250% higher than in 1914; the 
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preceding Census year. Following 1919, the production 
dropped more than 40% in 1921, regained a considerable part 
of the 1919 volume in 1923, but has declined steadily since 
1923. 

Beginning in 1920, consumer preference changed from stiff 
starched collars to soft fabric collars, so that by 1925 more 
than half of all the collars produced were of the soft-finished 
variety. Collar production in 1927 dropped to less than a 
third of the production in 1919, due mainly to the increase in 
use of shirts with collars attached. In 1927, shirt production 
reached the highest point in the history of the country up 
to that time. 

The report of the Census of Manufactures on the produc- 
tion of corsets indicates that the volume in dollars since 1919 
has about held its own. The character of goods produced, 
however, has greatly changed as have the unit prices so that 
actually, considerably more merchandise has been produced 
and sold in the years since 1919 than in that year. 

The changes undergone in the production and sale of cor- 
sets may be seen in an analysis of the Census report for this 
industry. In 1927 as compared with 1919, the production of 
regular corsets dropped fully 50%, but the sales volume of the 
industry was maintained by increased production of brassieres, 
bandeaux, girdles, corset combinations, and so on. In 1927, 
the total production of corset combinations was considerably 
greater than for corsets. This, obviously, was a result of 
fashion change. 

As another illustration of the effect of change of fashion, 
the production of the button industry in 1927 had declined al- 
most to one-half of what it had been in 1919. 

Andther industry very much affected by fashion changes 
is millinery. In the period from 1919 to 1925 the industry 
continued to show an increase in dollars at each Census period. 
The peculiar methods of the U. S. Bureau of the Census in 
grouping with millinery other goods such as embroideries, 
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laces, and so forth, which have themselves been seriously af- 
fected by fashion changes, makes it difficult to determine just 
what quantitative effects have come in the millinery industry 
as a result of the changes in fashion. 

The production of boots and shoes reached a dollar peak in 
1919 which has not since been exceeded. The production and 
sale of men’s shoes has apparently not kept pace with the growth 
of population and the increase in national wealth. The volume 
in women’s shoes, however, has made better progress. 

Knit goods production of all kinds including underwear, 
hosiery, sweaters and other kinds of apparel, has enjoyed a 
positive gain in production and sales since 1919 in spite of 
price declines. The high volume of hosiery production is per- 
haps the chief item responsible for these gains. 

The most remarkable progress in production has been made 
by the fur goods industry. In 1914 it showed a volume of 
$43,000,000. It increased 400% and became $173,000,000 
in 1919. <A recession was suffered in 1921 but in 1923 the 
volume jumped to $198,000,000 and in 1925 to $254,000,000. 
From 1914 to 1925, a period of eleven years, the fur goods in- 
- dustry increased its value of output nearly six times. 


Trends and Tendencies in Family Consumption of Cloth- 
ing.—The percentage of total expenditures for clothing, ac- 
cording to Engel, tends to remain approximately the same re- 
gardless of the amount of income. Modern studies of family 
budgets indicate that there is considerable variation with 
changes in income and other conditions. The farming popula- 
tion spends slightly less than industrial workers and both of 
these classes spend less than clerical workers for clothing. As 
income increases farm families spend from 10% up to 17% 
and industrial families from 13% to 18.5% for clothing. The 
studies made of family budgets for clerical and salaried work- 
ers indicate that the percentage expended for clothing runs 
as high as 20% or 22%. The highest percentages are expended 
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by people enjoying a moderately well-to-do standard of living. 
As income rises and makes possible still higher standards of liv- 
ing the percentage expended for clothing gradually declines. 

The percentages expended for clothing vary with the size 
of the family. Studies of family budgets generally show that 
within the same income groups there is a very direct correla- 
tion between the amount expended for clothing and the size 
of the family. This was clearly brought out in Chapter IX. 

The percentage expended for clothing also varies slightly, 
as already seen, according to occupations. Within the same 
income groups, farmers’ families spend slightly less than urban 
groups made up of industrial and low-salaried families but 
the difference is not great. In all probability, expenditures for 
clothing made by country people have increased considerably 
during the past ten years. There is less home sewing than 
formerly. There is more and better clothing. Apparel worn by 
farmers on Sundays and holidays is quite as good as the cloth- 
ing of industrial workers in the cities, and farm women and 
girls spend as much for clothing as do the women and girls 
in industrial families. 

Families of clerical and professional workers as well as 
of small business men expend considerably more for clothing 
in relation to their incomes than do the families of farmers and 
industrial and mechanical workers. Opinions on what is de- 
cent, respectable and socially desirable become more and more 
dominant. There develops the attempt to maintain a standard 
of clothing corresponding to the conventions and fashions 
of the “white collar” classes, with the result that a higher per- 
centage of expenditures must be made. 

The percentage expended for clothing varies with the care, 
domestic skill and management applied by the home-maker or 
housekeeper to the family’s clothing problems. Home sewing, 
skilful mending and the application of the “stitch in time that 
saves nine,” all tend to reduce the money outlay for clothing. 
Wise, well-planned, effective purchasing is an important fac- 
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tor in keeping the clothing expense down. The present trend, 
however, seems to be slowly away from home production of all 
kinds of garments in all economic classes. There is also ap- 
parently a constant decline in all kinds of home operations in 
the care of clothing such as cleaning, laundering, pressing, 
mending, and so on. While cleaning and laundering expenses 
are not usually included in clothing costs it is quite clear that 
they are related to the problem of clothing costs and might 
very logically be so included. The decline in attention to these 
matters in the homes means higher money expenditures. 

Studies so far made indicate no marked differences in cloth- 
ing expenditures for families within similar income groups liv- 
ing within the United States due to geographical location, size 
of city, nationality or other similar factors. The study re- 
ported in the “Cost of Living in the United States” indicates 
a slightly higher average percentage expended by families liv- 
ing in the South Atlantic section than in any other. Even 
this is probably accidental. Other than this there seem to be 
no marked differences in the amounts American families ex- 
pend for clothing. 


Clothing Expenditures by Various Members of Family.— 
Family composition is an important factor in the percentage 
of expenditures for clothing. Expenses vary according to 
both sex and age. Tables XLIX and L present the facts of 
clothing expenditure shown in “Cost of Living in the United 
States” both as to the actual amounts expended by various 
members of the families in dollars and also the percentages of 
these amounts to total expenditures. 


Husbands.—The percentage of expense for clothing for 
husbands in industrial and lower-salaried class families tends 
to rise with income from slightly below 5% up to 5%. As 
income rises above the $1,500 group the percentage declines 
with some irregularities down to nearly 3%. Family budget 
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TABLE XLIX. Amount oF EXPENDITURES FOR CLOTHING BY VARIOUS 
MEMBERS OF FAMILY 


From ‘Cost of Living in the United States,” 1918-1919. 


1.38 
Br.77 
47.08 


TaBLE L. Per Cent oF EXPENDITURES FOR CLOTHING BY VARIOUS 
MEMBERS OF FAMILY 


Computed from “Cost of Living in the United States,” 1918-1919. 


Under |$ 00-/$r, 200-|$1 , 500-|$1 , 800-|$2, 100-|$2, so00-| Aver- 
$0 1,200 1,500 1,800 2,10c0 2,500 | and up age 
($812) |($1,075)| ($1,343) | ($1,631) |($1,924)} ($2,272)| ($2,790)| ($1,513) 


47 [49 | S- 4.8 46 | 4.2 3-4 4-7 
4.9 4.7 4.6 4-3 a 4.2 3. 5.4 
ee 3-3 3.2 2.9 2. 2.6 2.0 3.1 
2. 2. 2.7 2.5 2.3 2.2 1.9 2.6 
2.4 2.3 2.3 2.1 1.9 1.8 af 2.1 
1.7 1.7 1.6 1.6 1.4 1.2 . 1.§ 

1.6 1.3 1.3 1.5 1.7 9 1.5 
3.8 4.1 4:3 44 4:3 4.0 3.1 +2 
4.4 5.0 5.3 §.3 $5.3 S.1 5-1 oO 
4.2 3-§ 3-4 3.2 2.9 2.7 a4 3-3 
2.9 2. 2.8 2.5 2.4 2.2 I. 2.6 
2.4 24 2.5 2.2 2.0 1.9 1.5 2.1 
1.9 I. 2.0 1.7 r.s 1. -9 1.6 
1.4 1.3 2.2 1.8 1.6 re 1.8 1.7 


studies in other industries and occupations, including farming 
and clerical, show the same general trends. The expenditures 
of husbands in family income groups over $2,500 per year 
average less than 5%, and as income rises up to $5,000 a year 
the percentage declines steadily down to 3%. 


Boys.—The percentage of expense for clothing for boys 
varies according to age. The older the boy the higher the ex- 
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pense, but the percentage of expense for boys’ clothing stead- 
ily declines as income goes up. 


Wives.—The percentage of expense for clothing for wives 
shows more irregularities in relation to the amount of income 
than that of any other member of the family. In industrial 
families of low incomes the percentages of expense vary from 
3.1% to 4.4%, reaching its maximum of 4.4% in the. $1,500- 
$1,800 income group. In the higher income groups of the in- 
dustrial classes the percentage of clothing expenses declines 
for wives as it does for husbands. Among industrial and 
farming classes the percentage of expense is at all levels lower 
than the expense for husbands. 

In clerical, professional and business family groups the per- 
centage of expense for wives’ clothing generally exceeds the 
expense for husbands’, and as income rises the percentage be- 
comes gradually higher so that at income levels of from $6,000 
to $7,500 a year the amount expended by wives averages not 
less than 50% more than that expended by husbands. 


Girls—The percentages of expenditures for clothing for 
girls over 15 years of age in all income groups which have 
been studied and reported are the highest of all members of the 
family. In the industrial family groups the clothing expendi- 
tures for girls over the age of 15 begin at 4.4% in the lowest 
income groups and go up with income to 5.3% in the higher 
income groups. The rate of 5.3% is maintained in all income 
levels from $1,200 to $2,100. In the industrial income levels 
above $2,100, the percentage of expense for girls above 15 con- 
tinues at slightly more than 5% of the total expenditures of 
the family. There is not sufficient information to form a con- 
clusion concerning the rates of clothing expense for girls over 
15 in higher income levels. 

The percentages of expense for clothing for girls under 15 
all tend to decline as income increases in the same way as for 
boys. Girls of from 12 to 15 years of age have somewhat 
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higher percentages of expense for clothing than boys of the 
same ages. Girls of from 8 to 12 years of age have about 
the same expense rates as boys of the same ages. Girls under 
the age of 8 years average slightly higher percentages than do 
boys. These variations are found among all income groups for 
which there is information. 


Dependents.—The rates of expense for clothing for male 
and female dependents who are members of industrial and 
low-salaried workers’ families are very low in comparison to 
other members of the family. They also show a high degree 
of variation in that the lower the income level the lower the 
percentage expended for clothing. 


Comparison of Clothing Requirements of Fathers and 
Sons.—An interesting comparison may be made of the de- 
tailed expenditures for clothing for husbands and for boys over 
the age of 15 as worked out in the report on the “Cost of 
Living in the United States.” Boys over the age of 1 in 
most income groups spend more than their fathers for such 
items as caps, suits, mackinaws, sweaters, silk shirts, cotton 
union suits, pajamas, cotton socks, silk socks, shoes, shoe 
shines, dress gloves, collars, ties, mufflers and scarfs, garters, 
belts, watches and jewelry. 

Their fathers, and husbands of families, however, expend 
more for such items as hats, raincoats, cleaning and pressing, 
overalls, jumpers, wool shirts, cotton undershirts and drawers, 
wool undershirts, cotton night shirts, wool socks, shoe repairs, 
hous? slippers, rubbers, arctics, work gloves, cotton gloves and 
suspenders. 

In the foregoing the influences of both custom and fashion 

VA are clear. The young men over 15 expend larger amounts for 
dress-up and sport purposes while fathers spend more for 
work clothing of all kinds. The young men purchase more 
union suits and the older men more two-piece underwear. (It 
should be kept in mind that this study was made in 1918-1919. 
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Fashions have changed since then.) The older men also pur- 
chase larger amounts of wool underwear, wool socks and 
shirts. In the purchases of pajamas the young men far out- 
rank the older men whose purchases exceeded the young men 
in night shirts. The development of fashion in 1918-1919 
favored the use of belts rather than suspenders and the young 
men far outranked the older men in purchases of belts whereas 
in the purchase of suspenders, as may well be guessed, the older 
men outranked the young. 


Comparison of Clothing Requirements of Mothers and 
Daughters.—In a similar comparison of expenditures of moth- 
ers and wives as compared with daughters over the age of 15, 
it was found that the expenses of girls over 15 in most income 
groups exceeded that of mothers and wives for such items as 
the following: hats, waists, dresses of all kinds, cotton and silk 
" combinations, cotton drawers, cotton pajamas, cotton and silk 
stockings, shoes, shoe repairing, shoe shines, rubbers, gloves, 
collars and cuffs, ties, ribbons, scarfs, handkerchiefs, garters, 
belts, hair ornaments, watches and jewelry. 

The purchases of mothers and wives exceeded that of girls 
over the age of 15 for brassieres, cotton and wool union suits, 
wool shirts and drawers, cotton night dresses, cotton kimonos, 
wool stockings, house slippers, cotton gloves and mittens. 

Obviously, both custom and fashion were as important fac- 
tors in the purchases of the women as they were for men. 
The wave of fashion favoring shirt waists and blouses as well 
as high shoes had not yet ended nor had the period of hair 
bobbing and the general use of low shoes, silk stockings and 
corsetless vogue taken effect. There were definite indications, 
however, of the coming of these changes in fashion in the facts 
found in this study as early as 1918-1919 in that some of the 
new fashions later to become general had already started to 
a considerable extent among the young women but not among 
their mothers. Note the dominance of purchases of cotton 
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and silk combinations, pajamas, silk stockings and declining 
purchases in corsets among the girls over 15. 


Miscellaneous Facts on Clothing Consumption.—In addi- 
tion to the foregoing, certain other miscellaneous observations 
are possible concerning the expenditures for clothing. As in- 
come increases, the amount expended for outer apparel increases 
much more rapidly for all members of the family than do the 
expenses for underwear. There is one exception and that is 
that the outlay for underwear increases more rapidly than for 
outer wear for very young children as income rises in the lower 
income groups. 

The amount expended for wives’ clothing at all income levels 
and under all conditions seems more flexible than that of any 
other member of the family. The percentage of expense for 
wives’ clothing goes lower in the lowest income levels and 
higher in the highest income levels than do the percentages of 
expense for any of the other members of the family. 

All clothing expenses are quite elastic particularly in the 
lower income groups. Under the stress of necessity it is possi- 
ble to postpone and to go without purchases of apparel whereas 
the needs for food, rent, fuel and light are more insistent. 
TaBLE LI. CLassIFICATION OF CLOTHING EXPENSES BY INCOME GRouPSs 

For HusBanps OF INDUSTRIAL FAMILIES 
From ‘Cost of Living in the United States," 1918-1919. 


7 $2.s00-] All 

1 . Under |$ goo-|$r, 200-|$1, 500-|$1 , 800-|$2 , 100- : 

c of Clothing $900 | 1,200 | 1,500 | 1,800 | 2,100 | 2,500 aoe ae 

1. $ 2.62 |$ 3.28 |$ 3.90 |$ 4.51 |$ 4.70 |$ 4 68 |$ 3.56 
2. 19.76 | 26.51 | 32.17 | 36.84 | 39.59 | 39.52 | 38.57 
3. 4.ar | §.09 | 6.05 | 6.70] 7.16] 7.13] 5.47 
4: 4.42] 5.51 | 6.33 | 6.04] 7.35 | 8.13] 5.78 
5. 3-13 | 3.48 | 3.82] 4.02] 4.35 | 4.16] 3 60 
6. 10.96 | 12.59 | 13.84 | 14.96 | 15.74 | 16.39 | 13.05 
7. 1.30 1.65 1.905 2.14 2.52 2.57 1.76 
8. 56 72 .9o 98 1.07 1.12 -79 
9. 54 75 90 | 1.04] 1.02 | 1.02 79 
10. -9r 1.24 1.50 1.79 1.88 1.73 1.34 
Ir 1.72 | 2.35 |] 2.00] 3.26] 3.37 | 3.02 | 2.55 
12 ar 20 -25 24 26 -35 .22 
13 285} 3.58 | 440] 489] 5.25] 5.34] 3.00 


$38.44 |$53.19 ($66.95 |$79.00 |$88.31 |$o4.25 |$96.06 [$71.38 
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TasBLeE LII. CLassiFICATION OF CLOTHING EXPENSES BY INCOME GROUPS 
FOR WIVES OF INDUSTRIAL WORKERS 


From ‘Cost of Living in the United States," 1918-1919. 


OO ON QUA NM 


$89.64 [$85.69 |$63.58 


TaBLE LIII. Estrmmatep Costs AND CLASSIFICATION OF CLOTHING 
EXPENSES FOR MEN 


By Various Standards of Living. 


Male Industrial Male Office Man at 
Classes of Clothing Worker Worker Professional 
Boston* Brooklyn, N. Y.> Standard° 
te (Hats: y2ajse ote hs $ 3.83 $ 4.83 $ 11.83 
2. Outerwear 25.59 31.74 99.43 
3. 5 age 5.78 7.35 _ 18.50 
4. Underwear........ 5.58 6.28 11.00 
5. Socks............. 2.28 1.76 9.50 
6. Shoes............. 8.06 10.23 23.06 
7. Gloves............ I.1r 1.57 4.00 
8. Collars............ 76 2.28 3.50 
g. Ties.............. 1.56 1.86 13.50 
10. Handkerchiefs. .... -54 -72 4.50 
11. Miscellaneous...... 8.86 I.§2 9.14 
12. Incidentals........ 1.00 1.00 
13. Upkeep........... 5.48 7.68 28.75 
Totals.............. $70.43 $78.82 $237.31 


PA 4 ney Cont ok of Ra in Twelve Industrial Cities.’ National Industrial Conference 
oars ne 
es &* Cost of [ising in New York City, 1926," National Industrial Conference Board, Inc., 
1926. 
e**Quantity and Cost Estimate of the Standard of Living of the Professional Class,"’ 
Univ. of California Press, 1928. 
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TaBLE LIV. EstmatTep Costs AND CLASSIFICATIONS OF CLOTHING 
EXPENSES FOR WOMEN 


By Various Standards of Living. 


Wife of rn ‘ 
Industrial | Wife of ieee | Wife of 
Classes of Clothing Worker Worker Office Professional 
springheld, New York> Worker? Man 
Bs Ate er tecise) $ 4.09 $ 9.50 eee 
2. Oute-wear....... 21.35 gr.257 246.7 
3. Underwear T = 17-28 48.4! 
. 4. Stockings 3.90 15.00 19. 5. 
5.: Shoes..... eee 7-74 26.30 48.97 
6. Gloves.......... 89 3-25 8.00 
7. Handkerchiefs... . 154 1.20 4.50 
8. Misccllaneous.... 84 8.55 14.17 
9. Incidentals...... 5.00 5.50 12.00 
to. Upkcep......... 4.38 12.50 
Totals....... $60.30 $177.83 $424.83 


I “ ee Cost of Living in Twelve Industrial Citics,’* National Industrial Conference Board 
ne., 1928. 
ea - Cos: of Living in New York City, 1926," National Industrial Conference Board Inc., 
1926, 
Clothes, Money and the Working Girl."’ Milwaukee Vocational School, Milwaukee, Wis. 
4“ Quantity and Cost Estimate of the Standard of Living of the Professional Class,’’ Univ. 
of California Press, 1928. 


Taste LV. EstimaTED Costs AND CLASSIFICATIONS OF CLOTHING 
EXPENSES FOR MEN 


‘By California Civil Service Commission, 1921. 


Classes of Clothing Laborer Clerk Executive 

Bs Hats seca cacenyee $5.57 $s 772 $ 17.76 
2. Outerwear........ 30.45 54.83 I41. 28 
3. Shirts............ aI 15.67 32.70 
4. Underwear....... 16.16 32.26 
5. 3-12 7.41 
6. 17.28 28.63 
7. 1.37 3.72 
8. 3.56 4.57 
9. 6.24 12.32 
10. 2.40 4.52 
Ir. 4.02 7.08 
12. : 8.00 10.00 
13. Upkeep.......... : 33-52 84.56 
ie inteeey : $173.89 $386. 81 
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TaBLE LVI. EstimaTED Costs AND CLASSIFICATION OF CLOTHING 
EXPENSES FOR WOMEN 


By California Civil Service Commission, 1921. 


Classes of Clothing | Wife of Laborer Wife of Clerk | Wife of Executive 


T.. Hats so icece. tee $ 32. 

2. Outerwear....... Bae 
3. Underwear...... 66.48 
4. Stockings....... 19.29 
5. Shoes........... 44.63 
6. Gloves.......... 9.63) 
7. Handkerchiefs... )s.42' 
8. Miscellaneous... . 16.36, 
9. Incidentals...... : 

10. Upkeep......... : 


Actual Expenditures for Clothing of Various Classes at 
Various Standards of Living—Sufficient information has 
been presented to indicate the changes in clothing expenditures 
on passing from one standard or plane of living to another. 
It likewise seems probable that there are regular, gradual varia- 
tions or changes on passing from one standard of living to 
another in the detailed classes or kinds of clothing. Tables LI- 
LIV and LVI present detailed information on expenditures by 
classes of clothing according to incomes received as reported 
in the major cost of living studies which have been so fre- 
quently used in this book. 

In setting up these tables the attempt has been made to 
reclassify the information presented in these studies so as to 
give the facts in the same order or similar order in each case 
in order to make comparisons possible. 

From an examination of these tables it will be seen that, 
with every increase in income or rise in plane of living, there 
is for every class of clothing, almost without exception, a regu- 
lar upward progression in the amounts expended. Beginning 
with the first class, hats, as shown in Table LI, annual expendi- 
tures for men in the industrial group range through the various 
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income groupings from $1.92 up to $4.68. Similarly, annual 
expenses for hats for women of the same industrial classes, as 
shown in Table LII, range from $2.09 up to $7.27. In the 
later tables it will be seen that the estimates of costs for hats 
for both men and women move definitely upward in every case 
as the total expenses for clothing increase and as the standards 
of living rise. It seems probable that the curve of expenditure 
for hats, if drawn in relation to total clothing expenditures and 
to incomes received would be as regular in its progression as 
the curve showing the total expenditures of clothing. 

What has just been stated for hats is equally true, as may 
be seen from these tables, for the other classes of clothing. 
There are very few instances in which the expenses for any 
given class of clothing do not rise as the total clothing expense 
rises and as total income rises. Most of the exceptions are to 
be found in the industrial group having incomes of “$2,500 and 
over” as shown in Tables LI and LII. Attention has else- 
where been called to the number of exceptions to the general 
rules of expenditures for consumption found among the fami- 
lies of this income classification. On passing to the groups 
with higher incomes the tendency to spend more for each class 
of clothing as incomes increase again reasserts itself. With- 
out exception, so far as may be judged from the information 
available, the variations found in this particular group may 
apparently be neglected. 

Because of their great possible values to the producers and 
distributors of clothing both for men and for women these 
tables deserve careful study. If there are regular trends in the 
expenditures for each class of clothing on passing from one 
income group or standard of living to another, as there appear 
to be, then it should be possible for the manufacturer or dis- 
tributor of hats, of shoes, of gloves or of any other class of 
clothing to determine what the possible market may be for his 
particular kind of commodity in relation to other classes of 
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clothing, to the total clothing business or even to the total in- 
comes of the people making up his clientele or public. 

The tables which show the expenses for men and for 
women may also be compared to illustrate the relative simi- 
larities and differences in expenditures for various classes of 
clothing at various standards of consumption. For example, 
the total clothing cost for a male office worker as shown in 
Table LIIT is only slightly less than the total cost of clothing 
for the wife of an office worker, as shown in Table LIV. The 
total clothing cost of a single woman office worker, however, is 
higher for every class of clothing than either for the wife of 
the office worker or of the male office worker. The single 
woman’s expenditure for hats is double that of the male 
worker’s expense for hats. Her expenditure for outer wear 
is nearly three times as high. Her expenditure for stockings 
is about eight times as high, and so on through the list. The 
single woman office worker and the male office worker may 
theoretically be presumed to be striving for approximately the 
same standard of living. These figures reveal a marked d'ffer- 
ence in standards, neglecting for the purpose of this discus- 
sion the differences in income which generally favor the male 
office worker, and the high expenditures for clothing mace by 
the single woman office worker result in very important modi- 
fications in expenditures for the other necessities of life such 
as food, housing, and so on. The male office worker, because 
of his lower clothing expenditures, can and usually does, enjoy 
a higher standard of food, of housing and of expenditures for 
leisure and amusement. The male office worker often has a 
car or a radio, and spends more on attendance at baseball games 
and participation in sports, while the single woman office 
worker’s distribution of her expenses places her two or three 
standards higher in dress than the male office worker and also 
in the other branches of consumption. The single woman 
office worker may be said to dress in the standard of the mod- 
erately well-to-do or well-to-do, but unless partly supported by 
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her family, can only afford food and housing of the minimum 
comfort levels, even if as high as that. 

Finally these tables illustrate in a clear way the distribu- 
tion of expenses of both men and women with higher incomes 
in the professional and executive classes. The fact that hus- 
bands expend more for clothing than their wives in the indus- 
trial classes and expend more for almost every comparable 
class of clothing is reversed on reaching the comfort and mod- 
erately well-to-do standards of living. Beginning with office 
worker and similar occupations with similar incomes and stand- 
ards of living, the amounts expended for clothing by wives 
become greater than the amounts expended by men and increase 
proportionately thereafter as incomes and standards of liv- 
ing rise. 
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CHAPTER XV 
HOUSING 


The typical home in America is the single-family house 
ranging from two rooms up, averaging about four rooms for 
industrial workers and five rooms for farmers. This type of 
home predominates throughout the country districts, in villages, 
smaller cities and the suburbs of the larger cities. It is more 
often of frame construction than any other, but where other 
building materials are cheap and easy to get the dwelling may 
be of stone, brick, terra cotta, concrete or stucco. Frame 
buildings predominate in this country largely for the reason 
that the majority of home buildings now in existence were con- 
structed in the period from 1880 to 1910 during which time 
lumber production constituted one of the leading national in- 
dustries. Lumber was by far the cheapest building material. 
The expansion of the railroads during this same period to all 
parts of the country made lumber available everywhere, not 
only in and near the forest regions, but also in the great prairie 
states. Probably more than 80% of all dwellings in existence 
throughout the country are of frame construction. 

Prior to the 80’s, dwellings were usually constructed of 
materials most easily available within the locality. In a region 
where building stone might be easily and cheaply quarried the 
homes were usually constructed of this material. In other 
communities in which clays suitable for brick-making abounded, 
they were constructed of brick. In the earlier periods of the 
development of America, and in communities located in or near 
the forest regions, building construction made free use of 
timbers hewn directly from the trees of the forests. 

Since 1900 there has been a great change in the character 

348 


Google 


HOUSING 349 


of building materials used in dwelling construction. Portland 
cement, in the form of building blocks, moulded forms and in 
stucco, has come forward as one of the leading materials. 
Terra cotta has risen in prominence and even steel-reinforced 
concrete is finding a frequent place among building materials. 
In the construction of modern dwellings, many different mate- 
rials such as building papers, fiber wall boards, metal lathing 
and composition floorings have come into use to replace the 
lumber of previous days. Frame construction, however, still 
continues as one of the most important forms, but not to the 
extent prevalent prior to 1910. 


Variations in Types of Dwellings—In addition to the 
typical one-family dwelling just described, the people are also 
housed in two-family dwellings, three-family dwellings, row 
houses, multi-family dwellings, dormitories, clubs, institutional 
homes, hotels and lodging houses. Wherever there are indus- 
trial or commercial centers and consequent population conges- 
tion, families must be bunched together at the rate of more 
than one family per dwelling. The earliest multi-family dwell- 
ings in America were erected in the large eastern commercial 
centers and in factory towns. As these centers grew, the pro- 
portions living in multi-family houses also grew. All forms 
of multi-family dwellings in this country seem to have been 
the results of housing shortages. 

In New England the usual form of construction to meet 
the needs of industrial workers was the three-decker type of 
dwelling providing homes for one or more families on each 
story of a three-story building. In Philadelphia, Baltimore, 
Reading and other cities of eastern Pennsylvania and in Mary- 
land the typical constructions were the row houses connected at 
the sides, often running full blocks, all alike in appearance and 
distinguishable only by house numbers and differences in win- 
dow curtains. These row houses are generally two stories high, 
two or three rooms deep, and have small yards in the rear of 
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each house. Each house in the row has a separate front and 
back entrance and each has its own separate heating arrange- 
ments. 

In New York, under the stress of high real estate values, 
the early multi-family houses took the form of “railroad flats” 
in which each family apartment was made up of a row of 
rooms opening into each other from front to back somewhat 
as cars in a railroad train. 

In many of the older cities the industrial developments oc- . 
curred at periods in which there were also marked changes in 
fashions of domestic architecture so that the old houses owned 
by the well-to-do classes ceased to satisfy them. These old 
houses therefore were turned over to the less well-to-do and 
the industrial workers’ families, often to be converted into 
many family flats or tenements. Many of the fine old homes, 
once the mansions of the rich in such cities as Cleveland, To- 
ledo, Detroit, Chicago, St. Paul and Kansas City, have largely 
been converted into multi-family residences for people with 
the lowest incomes. 

During the middle of the nineteenth century when the 
multi-family houses of the various types enumerated above 
came into existence, they were at first hailed as great improve- 
ments in housing and as steps in the direction of improvement 
of human welfare. The old railroad flats, some of which are 
still in existence in New York City and other eastern cities, 
which often constitute the worst of slum dwellings, were at 
first hailed by architects and public spirited people as models 
of comfort. As late as 1871 one of the leading owners of 
this type of tenement construction was given a gold medal 
for this type of building design. 

There are no statistics indicating the number of each of 
these classes of dwellings. Compilations of information as to 
types of buildings constructed were not begun anywhere until 
after the opening of the twentieth century and were not gen- 
erally collected until after the World War. The information 
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is still inadequate. From the facts presented in the Census of 
1920 it may be seen that the one-family house is still by far 
the predominant type of dwelling in this country. The Census 
of 1920 tended to overemphasize the crowding of families, for 
it was taken at a time when there was a distinct housing short- 
age throughout the entire country. During the preceding war 
period there had been a decline in building and many families 
simply had to double up because there were not houses enough 
to go around. According to the Census there were 20.6 million 
dwellings and 24.3 million families or about 1.2 families per 
dwelling. 


Differences in Housing Corresponding to Differences in 
Standards of Living—It is not possible to make a general 
statement that will hold universally for the relation of this size 
or type of house to the standard of living. Up to the end of 
the nineteenth century it is probable that some rough correla- 
tion existed between family income and standard of living and 
the size of house or number of rooms occupied. The type of 
dwelling, its size and number of rooms, but more particularly 
its location, are still highly significant as a badge of the stand- 
ard of living. To some extent the old standards as to size and 
number of rooms prevail in smaller towns and country dis- 
tricts, but new factors have crept into the situation modifying 
the utility of the home as a measure of the standard of living. 
The decline in availability and number of servants, in size of 
family and in the amount of home life itself has induced a de- 
clining interest in larger and showier homes on the part of the 
- well-to-do. In their place has grown up an increasing interest 
in such substitutes for home life as hotels, restaurants and coun- 
try clubs, summer camps, community centers, vacation trips, 
automobiling, boarding schools and so on. With the decline 
in interest in homes as such there has also taken place a diminu- 
tion in attention to such activities as gardening, landscaping 
and care of large yards that formerly characterized American 
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domestic life. This trend has not only affected the ways of 
living of the well-to-do but also of people more moderately 
circumstanced. The modern home is in every way smaller and 
more compact than the old-fashioned home. 

Instead of the interest formerly displayed in large homes, 
there has arisen an effective desire to economize in house space 
by providing compact closets, built-in cabinets, folding beds, 
disappearing ladders and altogether fewer rooms. Waste space 
of all kinds is eliminated. Parlors and spare bedrooms have 
all but disappeared not only in the homes of the moderately 
well-to-do but of the well-to-do also. Indeed, according to 
some students of housing, the dining room will also disappear. 
In their place, however, there has grown up a demand for 
more bathrooms, breakfast nooks, sleeping porches, and adjoin- 
ing or nearby garages. More than 60% of homes in this 
country were equipped with bath tubs at the end of 1928. 
Central heating with its minimum of care and labor has re- 
placed stoves in all of the better homes and fireplaces, once a 
high utility, are now merely decorative details of colonial archi- 
tectural revivals. Even coal and wood formerly used for fuel 
are giving way to the use of oil and in some sections to the use 
of gas. Heat control is secured by means of thermostats and 
a degree of room temperature is provided during winter months 
in American homes which astonishes householders from other 
countries unaccustomed to such luxuries. Modern dwellings, 
particularly in cities and towns, are all provided with electric 
lighting, hot and cold running water, telephones, often with 
extensions to more than one room, scientific ventilation and ° 
humidification. The next step in domestic engineering will 
probably be the provision for automatic cooling during the 
hot days of the summer. The electric fan will give way to 
cooling devices based on methods of modern iceless refrigera- 
tion. It would seem that the complete cycle of consumer de- 
mand for room temperature will have been traversed when 
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housekeepers may at will secure torrid heat in the winter and 
arctic cold in summer. 

It must not be presumed, ‘siren that the developments 
in heating, lighting, ventilation, hot water and so on, now so 
common in better houses, came into immediate general use. 
These improvements were first introduced in the new buildings 
constructed for the daring well-to-do. Very gradually were 
they installed into older homes. Even at the present time in 
almost any American city or town one may find dwellings with 
every type and grade of improvement or lack of improvement 
from the latest devices and inventions to make human beings 
comfortable, to the standards, even of lighting and heating, of 
farty to fifty years ago. 

The large house of seven or eight rooms and more com- 
monly the residence of the moderately well-to-do and well-to-do 
families of the past has given way to one, two and three-room 
apartments in apartment houses and small one-family houses 
with as few as three or four rooms for the same classes of 
people. The average number of rooms per apartment has 
steadily declined for a period of more than twenty years. In 
the statistics of apartment house construction for New York 
City which are available back as far as 1902, the average num- 
ber of rooms has declined from 4.69 (5.30 in 1903) to 3.42 
rooms in 1927. The small house or apartment of few rooms, 
once the best that could be afforded by families of poor finan- 

‘cial circumstances, is now the standard for the well-to-do. In 
general, it is the location, the architectural design or style of 
the house and its improvements and equipment rather than 
mere size, extensiveness of grounds and number of rooms that 
determines the standard of living in housing. 


Proportions of Homes Rented.—Of the total number of 
homes in this country in 1920, according to the Census, 45.6% 
were owned and 54.4% rented by those who occupied them. 
Slightly more than 60% of the owned homes were free from 
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indebtedness, nearly 40% were encumbered. Important varia- 
tions occurred in the proportions of homes owned and rented in 
the various sections of the country. Thus in New York State 
30.7% of the homes were owned and in New York City only 
12.7% of the homes were owned, whereas in some of the agri- 
cultural states of the Middle West more than 60% of the homes 
were owned. 

According to the Census, there has been a steady decline in 
the proportion of homes owned. The following percentages 
by Census years will show this trend. 


Census % of Homes 
Years 

TBOQO ones ers viewe's se Diciaee w aie aess 47.8 
TQOOS Fo4.2er6 che dis staieveians’s sintidem wk oats 46.1 
TOI OS cso eaticriaey cee gos eae telsevece wake aes 45.8 
19203 sco gniedn dda debeiae sage Saab ess 45.6 


Trend Toward Apartment Houses.—The present trends 
in home-building particularly in the larger cities of the country 
are clearly toward apartment house living as may be seen by 
studying the changes that occur from year to year as shown in 
the following figures taken from the Monthly Labor Review, 
June, 1927. 


TaBLe LVII. Famitres PRovipeD For IN DIFFERENT KINDS 
OF DWELLINGS IN 257 IDENTICAL CITIES, 1921-1926 


Per cent of Families provided for in 
Number of Families 


Year provided for in all 
classes of dwellings | One-Family | Two-Family | Multi-Family 
Dwellings Dwellings! Dwellings? 
192%..... 224,545 17.3% 24.4% 
1922..... 3771305 21.3 31.2 
1923....- 453,673 21.2 33.0 
1924..... 442,919 21.5 30.9 
1925..... 491,222 17.5 36.4 
1926..... 462,214 13.9 45.5 
1927..... 406,095 13.4 48.3 


UIncludes one-family and two-family dwellings with stores combined. 
%Includes multi-family dwellings with stores combined. 
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The trends toward apartment house living in these 257 
cities, if continued, would mean that not later than 1930 fully 
50% of all family requirements in large cities would be pro- 
vided for in apartment houses. 

It may bear repeating that these statistics are drawn from 
the largest cities of the country. There is no definite informa- 
tion other than common observation on the trends of dwelling 
construction in smaller towns and in the country. There is 
probably no such distinct movement toward apartment house 
construction and living in the smaller cities and towns as is 
found in the larger cities. Furthermore, it is known that the 
trend toward apartment house living is considerably stronger 
in cities over 500,000 population than in cities under this fig- 
ure. For example, recent apartment house construction in New 
York City takes care of more than 70% of all families for 
whom provision is made. In the borough of Manhattan multi- 
family houses provide for 99% of all family dwellings. Phila- 
delphia, however, long known as a city of individual homes, 
shows the highest percentage of one-family dwellings in any 
large city in the country. Nearly 7590 of its new construction 
consists of one-family dwelling houses. Much of such con- 
struction, however, is of the row house type so frequently 
found in Philadelphia, Baltimore and other nearby towns. 

The rapid trend toward apartment house construction, even 
in the larger cities, is quite recent. Apartment houses in city 
suburbs and in smaller cities were unknown a few years ago. 
Since 1926, however, most large cities have shown an apart- 
ment house construction rate providing for 50% or more of 
the new individual dwelling places. In cities under 500,000 
‘population there is considerable variation. The suburbs of the 
large cities, as of New York and Chicago, have very high rates 
of apartment house construction. Apartment houses are ap- 
pearing in surprising numbers even in the smaller places. Gen- 
erally speaking, in the smaller towns and country districts, the 
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single-family house still prevails as the principal type of new 
construction. 

The statistics of building permits presented and analyzed 
above give no information or indication as to other important 
changes taking place in the character of new homes constructed. 
The declining size of family and the desire for better accom- 
modations, together with the improvements in methods of con- 
struction, are facts concerning which there are no statistics. 


Recent Promotions of Home-Building and Owning.— 
The high rent conditions that developed in most of the cities 
throughout the country following the World War aroused 
great public interest in promotion of increased building and 
home-owning. Building and loan associations, real estate de- 
partments in banks and insurance companies, real estate pro- 
motion developments and all other legitimate organizations 
aiding in financing or giving other service to prospective home- 
owners, were backed by public sentiment in their endeavors to 
increase home-owning. Even the U. S. Department of Com- 
merce interested itself in this movement by urging public sup- 
port of home-building programs and by publication of a helpful 
manual on how to finance the building and owning of homes. 

The home-building and owning development has also been 
stimulated by several other factors such as increased earnings, 
the increasing congestion of the cities, the irritable exactions of 
landlords and the increased use of automobiles. The increased 
use of automobiles has been highly important in the growth 
of suburbs. A culmination and combination of these factors 
resulted in a peak of residential building construction in this 
country during the period from 1921 to 1927, unprecedented 
in the history of the country. This wave of home-building, 
it is believed by some, checked and perhaps reversed the down- 
ward trend in home-owning indicated by the percentages above. 

Current estimates for these years indicate that residential 
building construction alone averaged about $2.5 billions a year. 
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As estimates for a large part of improvements were not in- 
cluded in these estimates of new building construction, it may 
perhaps be assumed that the annual outlay for residence con- 
struction in these years averages close to $3 billions a year. 
If one may estimate the average cost of new building at about 
$3,500 per family accommodated, it would mean that more than 
800,000 residences were provided per year. 

It has been estimated that the normal requirements for hous- 
ing are for about 500,000 new homes per year. The average 
cost of new construction presented above is low for city con- 
ditions but high for country districts. In all probability it is 
a high average and, consequently, the total number of new 
homes provided per year was considerably in excess of 800,000. 
Hence during the years from 1923 to 1927 there was a very 
great gain in total new housing provided for the people of the 
country. 

Some idea of the extent of the annual home-building de- 
velopment from 1923 to 1927 may be gained from the exami- 
nation of the following figures, compiled by the F. W. Dodge 
Corporation for the 36 states east of the Rocky Mountains. 


TaBLe LVIII. Burepinc CoNsTRUCTION IN 36 EASTERN STATES 
From F. W. Dodge Corp. 


Vears Value of Resi- | Value of Total 
dential Building Buildi 
1923 osi600 sh Ori eae tk $1, 735,000,000 | $3,981 ,000,000 
1024 6065 65 e3 hao Ss 2,050,000,000 | 4,484,000,000 
1926). ssjrcnie vers aaisie 2,672,000, 000 5 821,000,000 
1920. cscs ods tees Saves 2,579,000,000 | 6,151,000,000 
LQ2 7 3c iesae as cece wer sceurarers 2,490,000,000 | 6,084,000,000 


Home-Owning vs. Home-Renting.—The increasing trend 
to rent instead of to own homes indicated at every Census 
for many decades down to 1920 has been most noticeable in 
the cities throughout the country. The percentage of homes 
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owned in rural districts generally runs higher than in urban 
territories. This trend to rent rather than to own has brought 
out a great deal of public discussion over the relative merits of 
renting and owning. Most published statements found in text- 
books and periodicals have favored home-owning. Nearly all 
works dealing with thrift and savings considered investment 
in a home almost as a basic consideration. In spite of these 
precepts the trend of home ownership has been, as we have 
seen, continuously downward at least to 1920. Exact facts re- 
garding the trends of renting and ownership since 1920 will 
not become definitely known until the Census of 1930 is pub- 
lished. 


Home-Owning.—The reasons urged for home ownership 
against renting are as follows: 


1. In the long run the cost of housing, it is generally believed, 
is lower where homes are owned than where they are rented. The 
point is frequently made that a home may be purchased on instal- 
ment payments only slightly higher than rents and that such a 
purchase leaves a valuable investment in the hands of the home- 
owner, whereas a bundle of rent receipts has no value whatever 
after the periods which they cover have expired. 

2. Home-buying as a rule effectively induces thrift. The pur- 
chase of a home establishes a definite goal of savings and the in- 
centive to save to meet payments is enforced by the fact that if 
such payments are discontinued any investments and payments 
already advanced will be lost. 

3. Home-owning is usually considered a fairly safe form of 
investment. Even when values of dwellings decline they are 
scarcely ever entirely wiped out as in the case of foolish invest- 
ments in more speculative enterprises. 

4. The ownership of a home is frequently used by small busi- 
ness men as a means of, or as an aid in, establishing credit or in 
borrowing money for use in business. 

5. Home-owning in a great many instances has proved a profit- 
able investment as a result of appreciation of rent values. The 
rapid growth of American communities has to a marked extent 
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been responsible for such increases in value. Such real estate ap- 
preciation is going on constantly in most American cities. It 
should not be overlooked that there are likewise many locations 
that are depreciating instead of appreciating in value. 

6. The ownership of a home provides a degree of security 
against old age in that it eliminates the inelastic expense for rent 
and the danger of being thrown out of a home in case of inability 
to meet rent payments. 

7. Ownership of a home reduces housing costs to a fixed and 
definitely known amount whereas rents vary from time to time 
according to the conditions of the rental market. The home-owner 
must, of course, meet certain variable expenses such as taxes, but 
these variations are not nearly so great as changes that occur in 
rents. The home-owner is never confronted by a 25% or 50% 
increase in housing cost such as have at times faced renters. 

8. Alterations, improvements, changes, repairs and so on may 
be made by the home-owner in his own house whenever and how- 
ever he pleases. In this way the home may be adapted to individual 
needs or to the needs of @ family in a way that is largely impossi- 
ble and out of the question in rented quarters. 

9g. Home ownership possesses a high sentimentaP value in that it 
provides a permanent residence for a family as well as a degree of 
independence of feeling not enjoyed by renters. Home-owning 
increases the social prestige of a family in the community. Home- 
owners’ interests command more attention and respect in all pub- 
lic ways than do renters’ interests. 


The urge to own homes is so strong that families making 
purchases on a time or instalment payment basis commonly 
exercise the utmost of thrift. They meet their payments by 
cutting down their expenditures to a marked degree for other 
items, particularly in the miscellaneous classification, but also 
to some degree even for clothing and food. Many economists 
and sociologists have taken note of this powerful desire ex- 
hibited by all classes of human beings for ownership of homes 
of their own. This desire is so strong and so common that it 
has been termed “land hunger.” This instinct of ownership 
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for a home is responsible for the fact that buyers of real estate 
used for home purposes must pay such high prices as to make 
the returns very low in relation to the investment. Average 
rental rates generally allow but 4% or 5% on the investment 
after all expenses are met. 


Home-Renting—Despite all of the foregoing arguments 
in favor of home-owning there is another side. The down- 
ward trend in home-owning as shown in the Census must have 
its reasons. 


1. Renting a home rather than home-owning is frequently fa- 
vored for the reason that it may be the best as well as the only 
means by which to obtain a place to live, convenient to work or 
business, to suitable schools and to points of desirable social 
contact. 

2. The renter’s chief obligation is the payment of a periodical 
sum. In return, his time and energy are released from the duties 
and necessity of caring for the home, from the payment of taxes 
and insurance, from making repairs and alterations. The rental 
provisions usually include heating, water, snow removal, and so on. 
It may include elevator service, telephones and maid service. 
Not only are these expenses included in the lump rental sum, but 
the thought required in handling each item is undertaken by the 
landlord instead of the tenant. 

3. Renting involves no danger of loss of capital such as occurs 
when residence real estate declines in value or becomes unsal- 
able. 

4. The renter can usually maintain a higher standard of hous- 
ing in a rented house or apartment than in an owned home par- 
ticularly in the earlier years. The objection may be urged that 
this is living beyond one’s means. It nevertheless appears to be 
one of the reasons for favoring renting. : 

5. The renter does not ordinarily enjoy a permanency of home 
such as the home-owner does. This, however, may be an advan- 
tage. The renter may move if conditions become unsatisfactory 
in any respect such as undesirable neighbors, need for other edu- 
cational advantages, requirements for larger home space to meet 
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increased needs of the family and better homes in case of increased 
incomes. When it becomes politic, profitable or necessary to seek 
work elsewhere, the renter can easily move whereas the home- 
owner has real difficulties in making the change. The independence 
of the renter as to home environment is an important factor favor- 
ing his bargaining power for his services. The home-owner may 
enjoy higher social standing in his community, but it is not uncom- 
mon for employers to take advantage of home-owning employees 
by granting them less consideration for increases in wages and 
salaries than to the footloose and free type of workers. Employees 
that own their own homes are not likely to leave employment un- 
less conditions become very bad. Their interests in their homes 
keep them in their places. 

6. The renter pays for housing services as he goes. The ad- 
ditional savings made when buying and paying for a home would, 
if invested in good securities, yield a better financial return than 
that obtained from home-owning. The rental value of residence 
property after all expenses such as taxes, insurance, repairs, up- 
keep and depreciation are fully met as we have seen, rarely 
amounts to as much as 6% per annum on the investment. Thus 
the savings accumulated and put into home ownership could prob- 
ably be made to yield higher returns. If there are financial gains 
in home ownership they result as a rule from appreciation of land 
values. This, however, is a speculative factor and there have 
been high percentages of disappointment. 


Increase in Renting with Increases in Proportions of 
Persons Employed by Others.—There is probably a definite 
correlation between the increase in proportion of rented homes 
and the increase in the number of persons who are employees 
rather than independent owners of businesses of their own. 
As the population of hired men and women continues to grow, 
the proportions of rented homes will also probably grow. A 
wave of interest in home-owning such as exhibited in 1923- 
1927 may change this trend for a time, but the long-time trend 
is likely to be toward less home-owning. Home-ownership 
is closely associated with permanence in sources of livelihood. 
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The hired employee, whether of high or low income has not 
nearly so much incentive to own his own home as does the in- 
dependent farm or business owner. . 


Public Interest in Housing.—It has been almost uni- 
versally found true that housing demands public interest. If 
the building of dwellings is allowed to run its own course with- 
out public regulation or control, particularly in the larger cities 
and congested areas, conditions develop which are dangerous 
to the health and safety not only of the individuals directly af- 
fected but also the community and even society at large. Stu- 
dents of housing have repeatedly called attention to the tenden- 
cies among the poorer classes, when unregulated, to overcrowd- 
ing, to living in cellars and in dark, badly ventilated, unsanitary 
rooms, to allow plumbing to become defective and water sup- 
plies to become impure. The knowledge of these dangers is far 
from universal. Those most closely concerned often under- 
stand and fear them least. Without public regulations it may 
be impossible for individual families to help themselves. 

Wherever there are conditions unfavorable to health, such 
as described above, there almost always seems to be an ever- 
present tendency to the development of unsanitary house indus- 
tries, or sweat shops as they are called. Crowded tenements 
are the breeding ground for sweated industries. Finally there 
is always the overshadowing tendency of the landlords to charge 
excessive rents and to place exorbitant conditions upon the ten- 
ants who are unable to help themselves. 

Attention has been called in another chapter to the high 
mortality and illness rates, particularly of children, in the 
families with the lowest incomes. Part of the explanation for 
these high mortality and illness rates may be found in the con- 
ditions of housing such as dark, poorly ventilated, unsanitary, 
improperly heated rooms. Under such conditions illness of 
all kinds thrives. Contagious diseases multiply in such sur- 
roundings. 


Google 


HOUSING 363 


Overcrowding has other highly undesirable social effects. 
There is a high correlation between overcrowding such as just 
described and alcoholism, juvenile delinquency, immorality, de- 
sertion and the break-up of family life. 

There is at no point a clearer need for public interest in 
housing than in the necessity for special provision for single 
women who must work and who do not live with their parents 
or other relatives. The incomes of female industrial and com- 
mercial workers are generally so low that attempts to provide 
suitable and decent housing from these earnings cut down 
dangerously the expenditures for food and clothing, or, spend- 
ing what may be necessary for food and clothing leaves an im- 
possibly low margin for lodging. The fact is that women’s 
wages generally are not sufficient to provide the standards of 
living to which they are accustomed as members of families 
and which, in fact, they are expected by their employers to 
maintain. Public interest upon this point has been insufficient. 
The semi-public efforts of Y.W.C.A’s., churches and women’s 
clubs do not at all adequately mcet the needs raised by this 
problem. 


Methods of Relieving Housing Problems.—The whole 
western world faced a housing shortage at the end of the World 
War in 1918 and this shortage continued to be felt for several 
years following. In America, this shortage was due in part 
to the decline in building during 1917 and 1918, but in a large 
part it was due to the desire for better housing conditions on 
the part of large classes of people whose incomes had risen and 
who were therefore financially able to afford better housing con- 
ditions if they could be found. An analysis of most conditions 
of shortage, however, usually reveals ample available capital, 
materials and labor at a price. The housing shortage in such a 
case simply means an unwillingness on the part of builders to 
construct dwelling houses either for rent or for sale at current 
values. The housing shortage is the economic means by which 
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both real estate values and rental rates are raised to the point 
where increased building may prove profitable. Public efforts 
at amelioration of housing shortages usually complicate and 
add to the difficulty so far as commercial building is concerned 
by checking these operations of supply and demand. 

This is not to be considered as an argument against public 
participation in the solution of housing shortages or other prob- 
_ lems, for if housing situations were to await the solutions that 
would result from private commercial initiative without public 
encouragement or interference, it is likely that a very large 
proportion of the people would have to pay considerably higher 
rents than they do now. It is, in fact, the interference of the 
public through regulation and occasional efforts at actual home 
building that serves as a check on the forces that would other- 
wise increase rents and real estate values. 


Public Regulation of Housing—A majority of the com- 
munities in America as well as in Europe have building regula- 
tions in one form or another. Such regulations usually stress 
certain elementary provisions for lighting, ventilation, relation 
of size of building to ground space, plumbing and sewage con- 
nections, electric wiring, and provisions for fire prevention. 
In some cases for certain areas or zones, minimum values or 
costs are those below which buildings may not be constructed. 
Such building regulations are generally considered essential, 
but reports of actual operations under them indicate varying 
degrees of strictness, frequent evasions and much graft in con- 
nection with such evasions. American cities apparently have 
much to learn both on what the regulations of housing should 
be and how to secure effective results from such regulations. 
Even the experts on housing disagree on the precise details 
of public regulation. 

The National Housing Association has for many years 
served as a clearing house and acting agent for the promotion 
of proper standards and efficient, honest administration of 
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housing regulations. The publication of the proceedings of the 
annual meeting of the National Housing Association together 
with their occasional documents constitute the best sources of 
information on the public phases of housing that are available. 


Encouragement to Home-Owning.—During the past ten 
years home-owning has received a great deal of impetus through 
the efforts of private, semi-public and public organizations such 
as real estate companies, financing concerns, building and loan 
associations, and even governments. The private concerns have 
exercised every art known to commercial promotion, and gov- 
ernments, both state and local, have given such help as the 
remission of taxes, the advance of loans and even the payment 
of cash bonuses for houses erected according to certain stand- 
ards and completed within certain periods of time. Both pub- 
lic and private aid has aimed at making it as easy as possible 
to acquire homes. The American Institute of Architects has 
made a notable contribution to better housing, particularly for 
people of low incomes, by the establishment of bureaus through 
which carefully drawn plans and estimates of construction costs 
for well-designed houses are made available to prospective 
home-owners as well as to contractors, carpenters and builders 
at very low costs. Consultation and advice to small house- 
builders are also provided at nominal charges. 

In some American cities the effort has been made to in- 
duce capitalists to make their investments in home construction 
on a limited profit basis. These proposals, sometimes termed 
“Philanthropy and 5%,” have received much attention. The 
City Housing Corporation of New York represents a successful 
venture of this sort. Capital profits are limited to 6%. 

Coéperation has also been suggested as a means by which 
prospective home-owners might help themselves to ownership 
of homes. Two or three of the more powerful trade unions 
have made a little progress in this direction. Private com- 
mercial organizations have enjoyed considerable success in the 
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construction of fine apartment houses by selling individual 
apartments to individual families thus making the building co- 
operatively owned. 


Industrial Housing.—It has been reported that more than 
a thousand industrial concerns in the United States have taken 
steps to provide housing for all or part of their employees. 
Industrial housing as carried on in this country offers illustra- 
tions both of what is best and worst in American housing con- 
ditions. There are model villages offering every reasonable 
convenience at lowest possible costs. In some cases these 
charges are so low as not to cover the expenses of operation. 
There are other examples of industrial housing so terrible in 
overcrowding, unsanitary conditions and overcharging for what 
is offered, as to constitute a menacing basis of social unrest. 

The reasons for the provision of housing accommodations 
by industrial companies are usually one or more of the fol- 
lowing: 


1. To secure an adequate supply of workers for whom private 
housing may not be available. Among the companies that provide 
housing for their employees are mining concerns, textile mills, steel 
mills, lumber mills and others frequently located at places distant 
from population centers. 

2. To secure a particular class of workers, perhaps of the bet- 
ter grade, to whom comfortable homes may mean fully as much as 
the wages offered. 

3. To reduce labor turnover among employees who might be 
dissatisfied not with the work but with their housing conditions 
if privately controlled. 

4. To get more work out of their employees by providing suit- 
able, comfortable housing, healthful and restful living conditions. 

5. To shut out undesirable workmen by providing housing con- 
ditions only for those that are wanted and by entirely eliminating 
all others from the community. This is not possible where hous- 
ing is privately controlled and managed. 

6. To make additional money for the company from invest- 
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ments in housing and from the rentals of housing properties. 
While the rental rates in industrial housing are usually low, they 
may indeed be high enough to prove profitable returns to the stock- 
holders on the investments. There is no common rule as to rental 
rates in relation to such investments in industrial housing. As 
already indicated, some companies plan their rental rates with a 
view to securing profits, others to break even, while still others 
charge rates that require the periodical help of the company treas- 
ury to finance the operation. 


Standards of Housing.—The growing scientific knowledge 
of the necessities for human health and comfort and the chang- 
ing standards as to the desirability of dwelling design and equip- 
ment, have made it difficult to establish any specific rules of 
housing which might be generally applied. The difficulties are 
frequently complicated by the needs of expediency. Many 
evils must be endured if they cannot be corrected. This is 
nowhere more true than in housing. Beginnings have been 
made in the establishment of common rules or standards of 
minimum requirements to which fairly general assent has been 
secured. 

During the period of America’s participation in the World 
War, the Government Bureau of Industrial Housing called to- 
gether leading architects and engineers from all parts of the 
country for the establishment of standards for permanent build- 
ings to be constructed for the housing of industrial war work- 
ers. After considerable deliberation general agreement was 
secured upon many points. These conclusions were published in 
March, 1918. It may be of value to repeat some of these 
standards both as illustrations of progress in housing up to 
1918 and for their present educational value and influence, 
where not already superseded by better standards. 

Preliminary to an enumeration of details it was laid down 
as a general provision by the group that these standards were 
not intended as inflexible requirements and that local build- 
ing codes and housing laws were to be followed except where 
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the latter permitted lower standards than set down by the 
bureau of Industrial Housing in which case the Bureau’s stand- 
ards should prevail. 


1. Arrangement. Row or group houses normally not to be 
more than two rooms deep. 

2. Basement. No living quarters to be in basements. 

3. Closets. Every bedroom to have a clothes closet opening 
from the room. Such closet to be not less than 22 inches deep. 

4. Cooking. Gas preferred but flue for coal stove to be pro- 
vided. All flues to be lined. 

5. Fences. Board fences not accepted, hedges or open metal 
fences desired. f 

6. Materials. All exterior material depending on local supplies, 
brick, terra cotta, stone or concrete preferred. 

7. Lighting. Electricity preferred. 

8. Open Spaces. Side yard space between adjacent buildings 
to be preferably 20 feet, minimum 16 feet. Such space to be 
increased proportionately for each additional story above two 
stories. Rear yard not to be less than height of building nor in 
any case less than 20 feet. Minimum distance between backs of 
houses to be at least 50 feet. 

g. Plumbing. All houses to be supplied with house drains, with 
soil and waste pipes extended through roof. All houses to be 
supplied with water closet and bathroom. Access to water closet 
to be from hall or vestibule, never solely from any room. Hot and 
cold water to be provided to all fixtures with proper drains and 
shut-offs. 

10. Stairs. Risers to be not more than 8 inches high and 
treads to be not less than g inches wide. 

11. Ventilation. Every room to have at least one window 
opening directly to the outer air. Each room to have a window 
area of not less than 12 sq. ft. 

12. Cellar. To be well lighted, to have cross ventilation, dry 
and paved or cemented. A minimum clear height under joists of 
6 feet, 6 inches. When hot air furnaces are used minimum height 
should be 7 feet. 

13. Rooms, height of. Minimum 8 feet. 
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14. Rooms, number of. For higher paid workers five-room 
type preferred, with one living room, one kitchen, three bedrooms 
and bathroom. Dining room and kitchen may be provided in 
place of large kitchen. Four-room type to be provided spar- 
ingly for higher paid workers. For lower paid workers four-room 
type desirable, with living room, kitchen, two bedrooms and bath- 
room. Houses providing less than one room per person to be 
considered inadequate. 

15. Lodgers, when accommodated, to have rooms separated 
from rest of family with separate closet and bathroom facilities. 

16. Family groups should have separate bedrooms for parents 
and separate bedrooms for boys and girls. 


That actual housing for the masses of industrial workers 
and even other classes do not provide the conditions set down 
in the foregoing list of standards may be seen by an examina- 
tion of Table LIX, ‘Housing Conditions of American Fami- 
lies,’ drawn from the study of the “Cost of Living in the . 
United States,” made in 1918-1919. 

Overcrowding according to standard No. 14 occurred for 
most families in all income groups living in flats and even 
among the families living in houses. More than half of the 
families included in this study, living in houses, and more than 
40% of the families living in flats had no bathrooms. More 
than a third of all houses occupied by these families were with- 
out inside water closets although 86% of all flats occupied were 
so equipped. In heating, a high percentage of rooms, both in 
houses and flats, were not provided with any means of heat- 
ing. Based on information obtained from such studies as this, 
it has been estimated that several million people, perhaps a 
third of the entire population, are living in sub-standard 
homes.* Nor is there any immediate solution for this diffi- 
culty, for there are not enough modern houses conforming 
even to the simple standards set down above to take care of 
the housing requirements of the people in this country. Crriti- 


3J. M. Gries, “Housing in the United States,” in the Journal of Land and Public 
Utility Economics, January, 1925. 
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cism of existing facilities may be necessary to awaken the pub- 
lic to the need for some action, but the fact that housing ex- 
perts sometimes assert that large numbers of buildings used 
as homes are not fit for human habitation does not solve the 
problem and does not constitute an excuse for condemnation 
and destruction of such buildings. No progress can k2 made 
TaBLE LIX. Hovusrnc Conpitions or AMERICAN FaMILIEs ACCORDING 
To IncoME RECEIVED 
From “Cost of Living in the United States.” 


Under |$  goo-]$1, 200-|31. s00-j $1, 2, 100-|$2. 500 or 
$Sgoo | 1,200 | 1,500 | 1,800 | 2,100 | 2,500 Jand up] Aver- 


Families Living in Houses... .. 169 | 1,078 | 1,713 | 1,151 658 292 129 5.190 
Average persons per family. . 43 4.6 4.8 5.1 53 59 6.2 5.0 
Average rooms per family. . . 4.2 4.6 5.0 5.1 8.4 5 6 5.9 5.0 
Per cent of houses with bath- 

rooms. | 16.0 31.9 49 5 59.5 qo.2 72.0 64.5 49.3 
Per cent of houses with in- 

side water closets. -| 3%.4 47.0 62.2 69.2 76.6 79.0 73.6 62 3 
Average rooms equipped for 

heating. ................ 2.3 2.5 2.8 3.0 3.3 35 3.8 2.90 

Families Living in Flats....... 118 851 | 1,187 691 315 139 69 | 3.370 
Average persons per family.. 4.2 4.4 4-5 4.8 50° 5.9 68 4.7 
Average rooms per family... 37 4.1 4.4 47 4.9 5.2 6.0 4.5 
Per cent of flats with bath- 

rooms...............- 28 8 46.3 62.0 71.6 76.3 78.7 78.3 59.5 
Per cent of flats with inside 

waiter closets............. 64.4 78.0 87.5 91.4 | 92.8 95.0 95.2 86.0 
Average rooms equipped for 

heating................- 1.9 19 2.2 26 28 28 3.1 2.3 


in housing except through actual construction of improvements 
and particularly of new houses. Revamping or revolutioniz- 
ing housing conditions in a country in which there are close 
to 28,000,000 homes and where increases of about 500,000 new 
homes per year are needed, is very gradual even under pressure 
of great need. A great improvement such as suggested here 
must come slowly. 

The losses in residence values, their depreciation, obsoles- 
cence and change in fashion are not without their advantageous 
side. At current rates of construction costs it has again and 
again been proved practically impossible to provide adequate 
housing within financial reach of families with low incomes. 
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Not until dwellings have lost a considerable part of their mar- 
ket values and are therefore available at rental rates based 
upon a revised and depreciated basis can such families meet 
their expenses of rent from their limited income. The typical 
housing for toiling millions of unskilled and semi-skilled work- 
ers and their families with standards of living ranging from 
the minimum for health and efficiency up to the comfort levels 
consists generally of old single-family, two-family houses, row 
houses and apartment or tenement houses that have seen their 
best days. Well-meaning students of housing problems have 
repeatedly pointed out the shortcomings of present housing 
among the families of the poor, but have usually been unable 
to indicate how proper housing might be provided at any self- 
sustaining basis. 


An Estimate of the Total Value of American Dwellings. 
—In the following paragraphs a rough estimate of the total 
value of all American dwellings will be presented. Such an 
estimate must, of course, consider real estate values, building . 
construction costs and depreciation. Complete information is 
not available upon any of these three factors. Because of the 
fragmentary nature of the information, the estimate drawn 
therefrom must be presented merely as a tentative result. 


Average Costs of Dwellings.—Detailed figures are avail- 
able from the larger cities on costs of residence construction by 
years since 1920, so that the average cost per building since 
then may be stated with fair accuracy.* The average esti- 
mated cost per one-family dwelling in 1927 was $4,805. The 
average cost per family in multi-family dwelling slightly ex- 
ceeded $4,000. 

These figures represent the costs of construction at 1927 
building cost price levels. Because of the price increases that 
had occurred in all kinds of building materials in real estate 


4 United States Bureau of Labor Statistics, Bulletin No. 469, Miscellaneous Series, 
“Building Permits in the Principal Cities in the United States in 1927.' 
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suited for residence purposes, and in wages of labor these fig- 
ures are higher than the costs were in the earlier years. For 
example, in 1920 the average cost per one-family dwelling 
was $4,320, for two-family houses $3,720 per family and for 
multi-family houses $4,169 per family. The average cost of 
construction for all types of dwellings was $4,036 per family. 
The average cost of residence construction during the entire 
period from 1920 to 1927 has been running not far from $4,200 
per family unit. 

It would not do, however, to take these figures as an indi- 
cation of the average cost of construction for all dwellings in 
existence. Similar figures are not available for pre-war years, 
but it is certain that they were considerably lower. Indexes 
of construction costs indicate that in the period from 1913 
down to 1927, such costs more than doubled. Thus, compara- 
ble buildings costing $4,000 to build in 1927 could probably 
be erected for about $2,000 in 1913. 

It should also be noted that the statistics of building costs 
quoted above are from the larger cities only. It seems fair 
to assume that in the smaller cities and towns as well as in the 
country districts, residence construction is generally more mod- 
est and the costs of construction are also lower, so that the 
average cost per dwelling indicated in the statistics above would 
have to be scaled down considerably for village and country. 
Thus the average costs of construction of all dwellings erected 
since 1919, including not only the residences built in the big 
cities but also the small towns and in the country as well, would 
be something less than $4,200 per family. There are no gen- 
eral statistics available indicating how much less this general 
average should be. Questions upon this point directed to sev- 
eral real estate men of wide experience elicited the opinion that 
the cost of construction of village and country residences might 
run from a third to a half less than the city costs quoted above. 
It is roughly assumed here that the average costs of all resi- 
dence buildings erected since 1919 may have been about $3,000, 
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and comparable dwellings prior to 1919 about $1,500 per family 
accommodated. 

The costs estimated and presented above, cover building con- 
struction alone and do not include the values of the land upon 
which the buildings were erected. For purposes of this esti- 
mate, based on numerous observations of the relation of land 
values to building costs in residence properties, it is assumed 
that land values equal 20% of the building costs. Thus, resi- 
dences costing $4,000 to build are assumed to occupy land worth 
$800 so that the whole property would cost about $4,800. 
Similarly, a house costing $3,000 to build would represent a 
total cost of $3,600, and a house costing $1,500 to erect would 
mean a total cost of $1,800. 


Depreciation in Values of Residence Properties——Before 
the foregoing figures may be applied to an estimate of the total 
value of all dwellings, account must be taken of the important 
factor of depreciation and obsolescence. Much attention has 
been given to this subject by accountants and economists, par- 
ticularly as applied to business properties, but scarcely sufficient 
attention has been paid to it in relation to dwellings. 

With the passage of time, residence buildings decline in 
value due to wear, tear and decay. This is a fact that is often 
deplored. Slipshod, jerry-building is a social crime, but it is 
scarcely possible to provide homes that can be used and will 
maintain their values for much more than a generation. Build- 
ing homes that would stand for a century or more is an idea 
that appeals sympathetically to the imagination. It is possible 
that in times past and under very stable conditions of consumer 
demand, substantially constructed dwellings might continue 
in use for several generations. This, however, now seems to 
be no longer true on a large scale either in this country or 
elsewhere. 

Depreciation and obsolescence prevent permanent home oc- 
cupancy. The depreciation of residence buildings takes on 
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various forms. First of all, there is the physical depreciation. 
The materials out of which the building is constructed gradu- 
ally give way to the forces of the elements and to constant use. 
The rate of such physical depreciation naturally varies with 
the type of building materials, the degree of use and the amount 
of care received. There are no materials, however, which do 
not suffer from the ravages of times and use. Physical 
depreciation is, however, but a minor factor in the depreciation 
of residence property. Obsolescence is important. Change of 
fashion is probably the major cause of decline in value. 


Changes in Fashion Vital Cause in the Decline of Dwell- 
ing Values.—The constant changes in fashion occurring in 
all other fields of consumer goods are as effective in dwellings 
as in any other commodity. The cycles of fashion for resi- 
dences may not be as short as for millinery or automobiles, 
but they do, nevertheless, move ever onward. Rarely is a 
twenty-year-old house sufficiently in fashion to command the 
interest of purchasers at a price that covers the cost of con- 
struction less physical depreciation. 

Changes in fashions in architectural design of dwellings 
have been particularly marked during the last fifty or sixty years 
in America, and at no time have such changes been more rapid 
than during the period since 1918. It is easy to take note 
of recent changes in building construction, for examples of 
all or nearly all styles that have found favor in this period 
may be found in existence in any typical American city. The 
older buildings erected during the 1860’s and 1870’s were usu- 
ally influenced by French styles of architecture of that period 
as illustrated in mansard roofs, cast iron grill work on the 
roof, arched windows extending to the floor, and porte cochéres. 
This type of domestic architecture was followed in the 70’s 
and 80’s by what seems to have been almost a rage for use 
of fancy mill work, turned posts and pillars, ginger bread 
scrolls, bay windows and so on. Then there followed during 
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the 80's and go’s a period of home building in imitation of 
Norman and Gothic castles, turrets, cupolas, odd-shaped man- 
sions with wide extended porches, winding pathways through 
gorgeous lawns guarded by cast iron gnomes. This was the 
period, however, in which buildings came to be quite generally 
equipped with running water, bathrooms and gas lighting. The 
period of the 80’s and go’s was also characterized by extensive 
cottage-building among people of lower means. There was 
some departure from the ornate overscrolled type of design 
used in the preceding period, but mill work ruled the architec- 
tural plans of all frame structures. 

Following 1900, the bungalow, a type of dwelling that had 
become popular in California, spread eastward, and by 1910 
it dominated all small-dwelling construction in most parts of 
the country. Since, there have been important revivals in 
colonial architecture both of the English and Dutch types and, 
since 1920, the predominating styles of home-building have 
been largely eighteenth century English with some French 
influences, intermingled with American colonial ideas. 

It is not easy to indicate definite boundary dates of the be- 
ginning and end of these fashions in building. The bungalow 
type of construction, for example, spread over the country like 
a great wave, reached its peak about 1910 or 1912 and then be- 
gan to decline; but it continued to be used in certain sections 
very much later. In certain parts of the country certain styles 
are favored to a much greater extent than in others. Bunga- 
low construction, to use this type for further illustration, has 
been common enough in California and all along the southern 
border of the country, but it reached its peak of popularity in 
the Middle West particularly in the states of the upper Missis- 
sippi valley. Spanish types of buildings, on the other hand, 
which have been very popular in Florida, California, Texas 
and other southern states, have not been generally adopted in 
the North. 

When old residence properties sell at enhanced values it is 
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almost always because of enhanced land values. Old resi- 
dence buildings, regardless of the state of physical conditions, 
as a rule have little in themselves to command market values. 
The difficulties of remodeling old houses, equipping them with 
modern conveniences and reconstructing them to meet the re- 
quirements of current housing fashions, constitute the rea- 
sons for the deep declines, in the values of such property. The 
influence of fashion appears to have become immeasurably 
more widespread during the past generation than ever be- 
fore, and it may be presumed that the development of fashion 
in residences is likely to increase in the future rather than to 
diminish. 

Depreciation Rates in Residences——The rates of depreci- 
ation usually ascribed to residence properties range from 2% 
to 3% per annum depending upon the materials of construc- 
tion and surrounding conditions. Such stated rates of de- 
preciation of dwelling houses are often complicated by changes 
in land values. Practice in this regard does not seem to have 
been standardized. It is doubtful, however, that any type of 
residence, regardless of its materials or style of construction, 
may maintain its value from the standpoint of changing fash- 
ion for a longer period than thirty years. Expensive altera- 
tions and changes are needed from time to time to keep pace 
with current fashions and unless a building is very wisely or 
luckily well-planned there comes a time when it no longer pays 
to add further alteration. A depreciation rate sufficient to 
cover the changes of fashion as well as other causes of de- 
cline would run from 3% to 5% and perhaps much higher. 
Home-builders who consider their homes as permanent invest- 
ments and who may contemplate resale at some future date 
need to give thought to the style of home constructed and the 
position of this style in the current fashion cycles. A style 
of residence that is not in fashion when offered for sale has 
low market value. 
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Changes in Residence Values Due to Changes in the 
Value of Money and Appreciation of Land Values.—During 
the war period, as is well known, radical changes took place in 
the purchasing power of money so that all calculations in terms 
of pre-war dollars must be revised to the extent of such changes 
before comparisons may be made with similar figures applying 
to the post-war period. There was also a radical increase in 
real estate values during this period of time corresponding to 
the general increase in commodity prices brought about by 
the declining purchasing power of the dollar. Thus the de- 
preciation and obsolescence which under normal conditions 
would have caused gradual declines in the values of all exist- 
ing properties were at least fully counterbalanced by the in- 
creases in real estate values and by the changes in dollar values 
so that discounts which should be taken for depreciation may 
perhaps be considered canceled by the appreciation in dollar 
values. In fact, it is probable that the increases in money 
values of residence properties have more than equaled the regu- 
lar rates of depreciation and these increased dollar values in 
residence properties have been reflected in the greatly increased 
rental rates even for old buildings during the period from 
1920 down to 1927. It is estimated for purposes of this com- 
putation that depreciation of all kinds in dwellings has been 
counterbalanced by appreciation of real estate and by the 
changes in the purchasing power of money. 

Estimates of the Number of Dwellings—According to 
the Census of 1920, there were 24,300,000 families who were 
housed in a total of 20,600,000 dwellings. The apparent dis- 
crepancies may be explained by the fact that the Census counted 
apartment houses, hotels, lodging houses and institutions as 
single dwellings. Quite obviously, there must have been nearly 
the same number of residences, apartments, flats and other 
accommodations as the total number of families. By the end 
of 1927, it was estimated that there were not less than 27,000,- 
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000 families occupying housing accommodations of all grades 
and kinds. 

During the period from 1920 down to the end of 1927, it 
is estimated that at least 5,500,000 homes were built, on an 
average of nearly 700,000 per year. It has been estimated that 
about 500,000. new homes are needed per year to take care of 
the normal increase in population and replacements of old 
buildings. The period from 1920 to 1927 was characterized 
by great building activity and this is represented by the 200,000 
additional homes, or 40% additional building output per year. 
During the same period of time it is probable that nearly a mil- 
lion homes were razed, destroyed by fire or converted into other 
uses, leaving a net increase in new nomes of 4,500,000. 


Estimate of the Value of All Dwellings.—FEstimating 
construction costs, as already indicated, at the rate of $3,600 
per family accommodated, the total value of new homes since 
1920 amounts to $16.2 billions. The remaining 22,500,000 
families were, therefore, housed in buildings constructed in 
the pre-war years and before 1920. Estimating a value of 
$1,800 for each, the total amounts for the older buildings would 
be $48.6 billions, or a grand total of all residence properties 
amounting to $64.8 billions. This, it is believed, is a conserva- 
tive estimate of the total value of housing for the American 
public. 

It will be recalled that in arriving at this estimate it is be- 
lieved that depreciation and obsolescence from the original 
estimated construction of real estate costs are fully counter- 
balanced by changes in dollar values and appreciation of resi- 
dence real estate. 


Estimate of the Rental Value of All Dwellings.—The 
annual rental value of the total residence property at 1927 
standards probably amounted to one-eighth of the total esti- 
mated value of $8.1 billions per year. Pre-war studies usually 
fixed rental values at about 10% of the actual total values of 
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residence properties. In the rapid general rise of rentals, and 
growing public interest in newer and improved styles of hous- 
ing that have occurred since 1920, the old depreciation rates 
have been found too low. A rental value fixed at 1214% ofa 
conservative residence real estate valuation is believed to be a 
fair estimate. 

The total amount expended by the American public during 
1927 for all services and commodities probably amounted to 
somewhat less than $70 billions. Thus the total rental value 
of all residence properties amounted to approximately 12% of 
the total expenditures of the people of the nation. This amount 
seems lower than it should be in view of the fact that the groups 
of families whose budgets have been studied pay rentals 
amounting to as much as 20% and more of their total expenses. 
The estimate of total value of dwelling rentals is therefore 
probably very conservative. 

The foregoing estimate of rental values does not, of course, 
represent the amount actually paid out in rents by tenants 
and received by landlords. According to the Census of 1920, 
45.6% of the total number of homes were owned by those who 
occupied them. If it may be assumed that the average values 
of rented and owned homes are about the same, then the total 
annual amount actually paid out for rent and received by 
landlords in 1927 amounted to $4.4 billions and rental values 
of homes owned by persons occupying them amounted to $3.7 
billions. 


The Proportions of Total Family Expenses Required for 
Housing—According to Engel’s law the percentage of outlay 
for lodging or rent is invariably the same whatever the income. 
Attention has already been called to the fact that Engel’s law 
does not adequately fit current facts concerning housing. There 
is a need for major modifications in the statement of this law. 

In Engel’s statistics presented for Saxony, the cost of lodg- 
ing amounted to 12% of the total expenditures of the families, 
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and as already stated, regardless of income. Among Ameri- 
can industrial families investigated by the U. S. Bureau of 
Labor in 1891, the average outlay for rent was found to be 
15.1%. The average expenditure for rent among industrial 
families investigated in 1903 amounted to 18.1%. The aver- 
age outlay for rent among industrial and lower-salaried work- 
ers investigated in 1918-1919 amounted to 13%. The fore- 
going studies indicate a very wide range in expenditures for 
rent among approximately the same classes of people, namely, 
industrial workers. 

The outlay for rent and the rental value of homes of 2,886 
farm families studied in 1922 to 1924, showed an average of 
12.5% of total expenses. Other studies of farm families range 
from 6.7% among colored families in the South to 15.2% in 
a selected section studied in the Mississippi Valley. Of all avail- 
able farm budget studies 12.5% is a fair average for rent. 

Among families with higher incomes and higher standards 
of living, the percentage expended for housing ranges con- 
siderably higher. For example, in the study of family expendi- 
tures of employees of the Federal Reserve bank of New York 
in 1919, the average rental amounted to a little more than 17%. 
In Peixotto’s study of the academic standard of living in the 
University of California the average rental amounted to 17.1%. 
In the estimate of the expenditures of families with incomes 
from $5,000 up to $50,000 a year the National Bureau of Eco- 
nomic Research estimated that the outlay for rent amounted 
to about 19% of total expenses. 

The wide variation in the figures presented above apparently 
precludes any simple statement of principle or law such as 
Engel formulated relative to the expenditures for rent and 
housing. There are, however, some important facts revealed 
by a study of these figures that point with reasonable certainty 
to a fair degree of regularity in these expenditures. 

Excepting the high rental rates reported for industrial work- 
ers in the 18th Annual Report of the U. S. Bureau of Labor 
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in 1903, which amounted to 18.1%, the average rental rates 
found in other studies among industrial workers as well as 
among farmers indicated a general average of from 12% to 
15%. The costs of housing for clerical, professional and busi- 
ness families with higher incomes and higher standards of 
living showed an average of about 17% of the total expense. 
This seems to indicate that there is an important variation in 
the percentage of rentals based either on occupation or on in- 
come, or perhaps on both. 

A study of the details of rental costs by occupation and in- 
come levels points to the existence of another trend of rental ex- 
penditures. In the report of the expenditures of the industrial 
families investigated by the U. S. Bureau of Labor in 1891, for 
which the average was 15.1%, the highest percentage (16.1%) 
was found in the $800 to $900 income group. As incomes 
increased beyond this point rentals steadily declined down to 
12.2% for the $1,100 to $1,200 income group. 

In the report of expenditures of industrial families investi- 
gated by the U. S. Bureau of Labor in 1903, and for which 
rentals averaged 18.1%, the highest expenditures for rent were 
found among families with incomes from $300 to $500 a year, 
amounting to 18.7%. From this high point the average per- 
centages declined quite regularly to 16.6%, the figure found 
for families with incomes of $1,100 to $1,200 a year. 

In the study of cost of living of industrial families made in 
1918 to 1919, the percentage of expense for rent was found to 
be highest among families with the lowest incomes, namely, 
$900 and under per year, amounting to 14.5%. On passing to 
higher income groups, average rentals declined regularly down 
to 10.6% for families with incomes of $2,500 and over. 

Among the Federal Reserve bank employees in New York 
in 1919, the highest percentage of expenditure for rent was 
found among the lowest salaried employees amounting to 
26.5%. With some irregularities the percentage declined as 
incomes increased, so that the lowest percentage for rent was 
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found among the highest salaried employees. The lowest per- 
centage for rent amounting to 14.6% was found among the 
families of salaried employees receiving $3,900 and over a year. 

Among the families of professors of the University of 
California the highest percentage of expense for rent was 
found in the lowest salaried group and as in the case of the 
bank employees, with some irregularities, the percentages de- 
clined as incomes increased from 20.9% to a low point of 
9.19%. 

The foregoing facts seem sufficient to warrant a definite 
conclusion that the percentage of expense for rent varies within 
each standard of living according to the income of the family 
attempting to support that standard of living. Those families 
whose incomes and modes of living place them at or near the 
lower border line within any standard or plane of living ex- 
pend higher percentages for rent than those families whose in- 
comes are more liberal. Families barely able to maintain a 
minimum for the health and efficiency standard of living expend 
as high as 15% or even 17%, while others with somewhat 
better incomes but still quite definitely in the same plane of 
living expend as low as 6% or even 5% for rent. Similarly, 
the expenditures for rent in the minimum comfort and comfort 
standards of living range from 17% to 14% and the percent- 
ages for rent in the moderately well-to-do and well-to-do classes 
range from 20% to 16% of total expenses. The highest per- 
centages of outlay for rent in accordance with this view are paid 
by those whose incomes place them at the lower margins within 
each of these planes or standards of living. 

In conclusion, the following two propositions or theories 
of rent expenditure are offered. 

First, the percentage of expense for rent in American 
family life varies with the standard of living; the higher the 
standard, the higher the percentage paid out for rent. The 
average rentals for the bare subsistence, and minimum for 
health and efficiency is probably not more than 12%. The 
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average for the minimum comfort standard is probably about 
15%. The average for the comfort standard is more nearly 
17%, and the average for the moderately well-to-do is 19% 
or 20%. Beyond these standards there is not sufficient infor- 
mation to venture more than a mere guess but the guess is that 
rental percentages tend to remain about one-fifth of total 
expenditures. . 

Second, within each standard or plane of living rentals be- 
gin at a relatively high percentage, and as incomes rise the 
percentages for rent ease off appreciably. The range, as in- 
dicated before for the bare subsistence and minimum for health 
and efficiency levels seems to run from 15% or even 17% 
down to 6% or even 5%. The range for families in the mini- 
mum comfort standard of living seems to be from 18% down 
to 10%. The range for families in the comfort standard of 
living probably extends from 20% down to 12%. The range 
for families in the moderately well-to-do extends from 22% 
and more down to 15% of total expenditures. 

If the foregoing propositions are true, then the outlays for 
housing increase not only with increases in income, but more 
particularly with changes upwards in the standards of living— 
and as standards rise these increases in rents paid grow pro- 
portionately as well as absolutely. At the lowest standards, 
a very low percentage of the low incomes received is paid for 
rent. It is, or should therefore, be a matter of very great 
economic importance and interest to all landlords and those 
interested in land and land earnings to see standards of living 
generally improved; for an improved standard of living means 
a more than proportional increase in the amounts paid for 
rent and housing. 

Finally, it must be obvious that despite all the well-meaning 
promotion, both public and private, to provide adequate modern 
housing for poorer classes is practically impossible without 
the help of public or private charity. There is no known 

method of building construction that can be applied to erect 
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new, modern, properly equipped dwellings at a cost within a 
figure that will permit renting on a commercial basis for the 
10% to 15% of the incomes received by such classes. More 
rent cannot be paid by these people without disastrous effects 
to other parts of the standards of living. The only alternative 
is the course that is actually followed. Cheap rents are ob- 
tained by the poorest classes in the antiquated, obsolete, out of 
fashion buildings deserted long ago by people able to pay rentals 
corresponding to the current costs of construction. Were it not 
for the changes in fashion and improvements in housing, with 
resulting value and rental declines, a large part of the popula- 
tion of every country including the United States simply would 
have no housing at all. 
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CHAPTER XVI 
HOME FURNISHINGS AND HOME OPERATION 


Next to clothing and the automobile, home furnishings 
serve as an indication of the standard of living enjoyed by 
the people. As pointed out in the preceding chapter, neither 
the size of the dwelling nor the number of rooms therein any 
longer indicate the economic status of a family. In former 
times pretentiousness of home, size and appearance of yard 
and surrounding walls were eloquent symbols of social posi- 
tion and plane of living. The location of the dwelling and 
the rental paid for it, of course, bear a relation to income and 
expenses for other goods. There is undoubtedly a real, tangi- 
ble relationship, but on the basis of present information it is 
very difficult to define the differences in housing correspond- 
ing to differences in the standards of living. There is a closer 
relationship between the furnishings, equipment and operation 
of homes and the standard of living enjoyed. While numer- 
ous exceptions occur, it may be stated that as a general rule, 
the kinds and expensiveness of home furnishings correspond 
to the specific standards of living. 


Home Conditions According to the Standard of Living 


“The poorer working man, coming home after his nine and 
one-half hours on the job, walks up the frequently unpaved 
street, turns in at a bare yard littered with a rusty velocipede 
or worn-out automobile tires, opens a sagging door and enters 
the living room of his home. From this room the whole house 
is visible—the kitchen with table and floor swarming with 
flies and often strewn with bread crusts, orange skins, torn 
papers and lumps of coal and wood; the bedrooms with soiled, 
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heavy quilts falling off the beds. The worn green shades hang- 
ing down at a tipsy angle admit only a flecked half-light upon 
the ornate calendars or enlarged colored portraits of the chil- 
dren in heavy gilt frames, tilted out at a precarious angle just 
below the ceiling. The whole interior is musty with stale odors 
of food, clothing and tobacco. On the brown varnished shelf 
of the sideboard, the wooden-backed family hair brush, with 
the baby bottle, a worn purse, and yesterday’s newspaper, may 
be half stuffed out of sight behind a bright blue glass cake 
dish. Rust spots the base-burner. A baby in wet, dirty clothes 
crawls about the bare floor among the odd pieces of furniture. 

“The working man with more money leeway may go home 
through a tidy front yard; whether his home is of the two- 
floor variety, a bungalow, or a cottage, there are often gerani- 
ums in the front windows, neat with their tan, tasseled shades 
and coarse lace curtains. A name-plate of silvered glass adorns 
the door. The small living room is light, with a rather hard 
brightness, from the blue-and pink-flowered rug, bought on in- 
stalment, to the artificial flowers, elaborately embroidered pil- 
lows and many-colored ‘center pieces.’ The furniture is prob- 
ably straight-lined ‘mission’ of dark or golden oak or, if the 
family is more prosperous, ‘overstuffed.’ The sewing machine 
stands in the living room or dining room, and the ironing 
board with its neat piles of clothes stretches across one cor- 
ner of the kitchen. ‘Knickknacks’ of all sorts are about— 
easeled portraits on piano or phonograph, a paper knife brought 
by some traveled relative from Yellowstone Park, pictures that 
the small daughter has drawn in school, or if the family is of 
a religious bent, colored mottoes : ‘What will you be doing when 
Jesus comes?’ or ‘Prepare to meet thy God.’ There may even 
be a standing lamp with a bright silk shade, another recent 
instalment purchase and a mark of prestige. Some magazines 
may be lying about, but rarely any books. 

“The homes of some head bookkeepers, owners of small 
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retail stores, school teachers, and other less wealthy members 
of the business group convey an atmosphere of continual forced 
choices between things for the house and things for the chil- 
dren—between a hardwood floor for the front hall and living 
room or a much-needed rug and the -a.ne amount of money put 
into music lessons or Y.M.C.A. summer camp. These houses 
may be twenty years old and unaJorned, with small rooms and 
a miscellany of used furniture. There is less likely to be a 
radio than in the more prosperous working class home, but one 
may come upon a copy of Whistler’s portrait of his mother or 
a water-color landscape and a set of Dickens or Irving in a 
worn binding; the rugs are often more threadbare than those 
in the living room of a foreman, but textbooks of a missionary 
society or of a study section of the Woman’s Club are lying on 
the mission library table. 

“To some more prosperous members of the business group 
their homes are a source of pride as they walk up a neatly 
paved, tree-bordered street to homes which are ‘the last word 
in the up-to-date small house.’ The house may be shingled 
or stuccoed, in a trim, terraced yard. Everything from the 
bitter-sweet in the flower-holder by the front door to the 
modern mahogany smoking table by the overstuffed daven- 
port bespeaks correctness. The long living room opens by a 
double doorway into the dining room. Colors in rugs, chair 
coverings, curtains, and the elaborate silk shades of the stand- 
ing lamps match. There are three or four pictures—colored 
photographs or Maxfield Parrish prints—hung precisely at the 
level of the eyes, a pair of candle-sticks on the sectional book- 
case, and a few bowls and trays; the kitchen cabinet has every 
convenience. Here one sees the complete small house. ‘It’s 
so hard to know what to give our relatives for Christmas any 
more,’ said one woman, ‘they have their homes and their knick- 
knacks and their pictures just as we have. It’s hard to find 
anything new that they haven’t got. We've stopped giving 
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to our friends except just cards, but we have to give to the 
family.’ ” * 


Classification and Estimates of Value of Home Furnish- 
ings.—Home furnishings and house operation is a term that 
covers a number of sub-classifications. Home furnishings in- 
clude all equipment for making a home out of a dwelling place. 
House operation includes all items for the care and upkeep for 
the home and its furnishings. Table LX presents the classifica- 
tions commonly used and estimates for each, the annual produc- 
tion and sale at manufacturers’ values and consumers’ prices. 
It will be seen that out of an estimated total of over $4.6 
billions as the amount paid out by consumers for home furnish- 
ings and equipment for the year 1927, the most outstanding 
items are respectively, furniture, heating equipment, radios, 
floor coverings and cleaning equipment in the order just given. 
If musical instruments, radios and phonographs were to be 
combined the total paid out annually by consumers would be 
in excess of that invested in heating apparatus and second only 
to the expenditure for furniture. Tables LXI and LXII show 
respectively the trends of production of household furniture 
from 1914 to 1927 and the production of furniture by kinds 
for 1925 and 1927. 

The house operation items include fuel, light, water, ice, 
garbage removal, telephone, payments for domestic help, ex- 
penses for laundry sent out and cleaning supplies. The ex- 
penses for all of these items bear a direct relationship to the 
amount of income and the standard of living. Generally speak- 
ing, the higher the income the higher the outlays for these 
items. Further consideration will be given to the amounts 
expended and their relation to income and other factors 
farther on. 

It is possible and logical to consider the expenditures for 
furnishings and equipment in two categories. First, expendi- 


1R. S. and H. M. Lynd, Middletown, a Study of Contemporary American Culture, 
Harcourt, Brace & Co. .» 1928, pp. 99-10%. Quoted with the permission of the publishers. 
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tures for original equipment and, second, expenditures for re- 
placements, care, upkeep and depreciation. Family expense rec- 
ords and budgets have rarely made this distinction, even when 
the costs of the original household equipments are handled 
in a separate and distinct fashion. Later purchases of oc- 


TaBLE LX. EstmatTepD ANNUAL CONSUMPTION OF HomME FURNISHINGS 
AND EQUIPMENT 


(000 omitted) 
Manufacturers’ 
ae Year Values 
Furniture. ..........0ceecee eee eeee 1927 |: $633,402 
1925 631,312 
Heating—furnaces, stoves, ranges. .... 1925 493,232 
Refrigerators—iceless refrigerators.....] 1925 57,065 
Kitchen utensils—pots, pans, cookers. . 100, 000° 
Laundry equipment for homes........ 1927 74,951 
1925 69, 568 
chasers equipment— 
Shia weistels Odes ealgiawae Vets es 1925 21,714 

cere tha Soup saueiaccisla tia siessbaeeie's Aare oe 1925 45,824 

Vacuum cleaners.........-..2.200- 1925 39,971 
Table ware—china, glass, silver and 

CUUlRTY sisseis ccs see ican eats debs 70, 000° 
Floor coverings— 

Carpets and rugs (wool)........... 1927 164, 709 

Carpets and rugs (rag)............. 1925 5,709 

Linoleum and felt base............. 1927 81,543 
Curtains, ‘shades and draperies, wall- 

PAPEL. os isedivdee sac sven des seer . 100,000* 
Lampe eo jececstottiiscias 4 ocawtets 1925 60,857 

Chimneys: 6:55.50 e heres 1925 2,657 

Electric: i light bulbs...............- 1925 4,500* 
Mattresses and springs..............- 1925 110,716 
Table and bed linen, bedding, etc..... 1925 50,000 
Sewing machines— 

Domestic use only...............56- 1925 46, 298 
Musical instruments—pianos, organs, 

CtCisina cokes lia whoa catia seals 1927 751490 
Radio.........+++ Biiaroes ets aati joo, 000* 
Phouographa and eceeds:, uatevodbidveadeatrs 1927 94,815 
Pictures and ornaments.............. 

$4,751,000 
* Estimated 


Google 


390 ECONOMIC PRINCIPLES OF CONSUMPTION 


TaBLE LXI. AMERICAN PRODUCTION OF HOUSEHOLD FURNITURE 


Value of Value of 

Meat Products al Products 
bs) 7 eee $227, 387,732 | 1923........ $581 048,058 
IQIQ........ 503,962,139 | 1925........ 631,312,907 
LO2T ecewens 465,199,409 | 1927........ 633,402,000 


TABLE LXII. VALve oF Tora Propuction oF HousEHOLD FuRNITURE 
BY CLASSES AND MATERIALS FOR 1927 AND 1925 


(000 omitted) 
Fiber, 
Rattan, 
Class Year Wood Reed and 
Willow 
Living room....... 1927 $285,319 | $265,255 | $ 4,482 | $15,581 
1925 278,820 254,669 3,588 20,562 
Bedroom.......... 1927 174,721 145,601 29,060 59 
1925 187,518 | 149,979 | 36,725 813 
Dining room....... 1927 104,648 104,534 113 
1925 106,526 106, 203 4° 282 
Kitchen........... 1927 24,926 23,325 1,601 
1925 27,396 26,534 861 
Porchiscieis se: ececevs.< 1927 6,522 3,499 1,069 1,953 
1925 11,050 7,285 871 2,892 
Hallie)... teens 1927 1,946 1,718 226 
1925 2,378 2,358 8 Ir 
Camp............. 1927 4,042 3,338 703 
1925 4,063 3,185 878 
All other.......... 1927 31,275 24,645 3,241 3,388 
1925 131559 11,489 1,287 782 
Total......... 1927 633,402 571,919 40, 385 21,098 


1925 631,312 §61, 705 44,262 255345 


casional pieces of furniture or household equipment are usu- 
ally considered as a part of the annual family expenses. Lack 
of available facts prevents any attempt at accounting for sub- 
divisions of these classifications in this work. 

Similarly, the expenses for house operation, if considered 
from a strictly accounting standpoint, would have to be re- 
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classified in various ways. For example, cleaning supplies, 
laundry work and wages paid for domestic help are items 
which are usually not only chargeable to house operation but 
also to the cost of food and of clothing. Cleaning supplies 
when used in the cleaning of clothing might very properly 
be considered as a part of the clothing costs, but when used in 
the cleaning of household goods belong quite definitely as a 
charge to house operation. Similarly, laundry costs, consid- 
ered from a strict accounting standpoint, should be divided 
in proper proportions between clothing and house operation. 
Domestic help, unless specifically employed for a certain pur- 
pose such as house cleaning, may at one time be used in the 
preparation and serving of food and should then be considered 
as an item of food expense, at another in work on clothing 
such as repairs or other care, in which case it should be charged 
to clothing expense and, finally, that part used in the care of 
the house may be accurately considered as a part of house 
operation. So far as is known none of family budget studies, 
not even the most important comprehensive studies, have made 
these distinctions. Studies made by the U. S. Bureau of Labor 
Statistics have generally neatly avoided these complexities by 
gathering and presenting information specifically on “Fuel and 
Light,” on “Furniture and Furnishings,’ and then by putting 
all of the other items of home furnishings and house opera- 
tion under the convenient classification of “Miscellaneous 
Items.” | 

Even in the academic discussion concerning these divisions 
of expense there are wide differences of information as to what 
should be included under home furnishings and house operation. 
For example, Dr. Peixotto, in her study of the professional 
standard of living in the University of California, includes 
stationery and postage as an item of house operation, and 
Kirkpatrick, in his study of the farmer’s standard of living, 
includes the use of the automobile and other methods of trans- 
portation under this classification. “Insurance on Household 


Google 


392 ECONOMIC PRINCIPLES OF CONSUMPTION 


Furnishings and Equipment,” an item of expense that is usually 
classified as miscellaneous in most budget studies, might more 
properly be charged in the classification of house operation. 


The Cost of the Household Equipment.—The first costs 
in acquiring the housekeeping outfit are usually the highest 
costs, at least until changes occur in the standards of living. 
These expenses cannot normally be considered as part of the 
regular annual expense of the family for home furnishings 
and house operation. These expenses deserve separate con- 
sideration in all family budget studies. 

The first costs of household equipment vary with the oc- 
cupation, income and standard of living of the people con- 
cerned. According to the California State Civil Service Com- 
mission, wage-earners or laborers usually expend from $775 
up to $875, or from 60% to 80% of a year’s average income, 
for such an outfit. Clerical families spend from $1,642 to 
$1,918 or about 90% or more of their annual income. Busi- 
ness executives expend from $3,974 up to $4,213 for original 
household equipment, and this runs from 60% to 70% of the 
average yearly earnings. Professional families, according to 
Dr. Peixotto, may invest about $5,000 or about 76% of an 
income which should be about $6,500 per year. Clearly it is 
among the clerical and professional workers that one finds the 
highest proportional expense for home furnishings as well as 
housing. 

The outlay for the household equipment of furniture and 
home furnishings is usually not treated as a part of the annual 
family budget for the reason that it is met in whole or in part 
from savings accumulated prior to the establishment of the 
home or by instalment payments from current savings after- 
wards. 


Repairs, Replacements and Care of Home Furnishings — 
The regular annual expenditures made by families for house 
furnishings and which are properly included in family budget 
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studies include the repairs, care and purchase of occasional 
new articles to take the place of worn-out items which have 
passed out of fashion. The custom followed in most budget 
studies is to include other new items added to the present 
equipment of the home and to consider outlays for these items 
as part of the annual expenses rather than as investments. 

Such replacements and additions have been estimated by 
the California State Civil Service Commission to run at about 
4% of total first cost per year for furniture and 7% for table 
linen, bedding, towels, kitchen ware and silverware. Other 
studies made by the U. S. Bureau of Labor Statistics and by 
the National Industrial Conference Board indicate that such re- 
placements average about 6%, covering all household goods 
among industrial families.2 The percentage of expense for 
additions and replacements of furniture and furnishings among 
farm families averages 2.5%, 4.1% among clerical families 
and about 4.2% among professional and business executives’ 
families. 

Thus while the original investments in furniture and fur- 
nishings run highest among clerical, professional and business 
families the cost of annual replacements are somewhat lower 
than among industrial families. The percentage expended on 
upkeep and replacements of home furnishings runs lowest of all 
among farm families. 


Relation of Expense for Home Furnishings to Amount 
of Income.—The percentage of expense for furniture and fur- 
nishings among industrial families varies as the income, that 
is, the higher the income the higher the percentage of ex- 
pense. The information given in the report on the “Cost of 
Living in the United States” by the United States Depart- 
ment of Labor is not conclusive upon this point, for the in- 
creased annual expenditures for furniture and furnishings may 


a Industrial Conference Board, ‘Cost of Living in New York City,” 1926, 
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in part be due to the larger sized families found in the higher 
income groups. (See Table LXIII.) 


TABLE LXIII. Expenpitures ror Home FURNISHINGS IN RELATION 
To INCOME 


From ‘Cost of Living in the United States.’’ 


Under |$ 900-|$1, 200 [$1 502- $1 . 800-[$2, r00-| 


Ttems 1,200 | 1,500 | 1,800 | 2,100 | 2,500 


Total furniture and furnish- 


RS ashe Sh lasah -gseeseeecloaae en a $30.31 |$47.8s5 [$61.95 [$84.31 [$07.20 [$116.74 
Gar pelsoccacnectgans nee: 1.64 3.22 4.35 6.75 7.26 9.27 
SRADIOSS sista achtaiaoortnesacsraiatoige aes -Or 1.33 1.79 2.84 2.38 2.95 
Pictures, frames and other 

ornaments.........-000-66- 16 +32 45 -49 -SS 
Mattresses 0.2.0.0... cc eee eee -98 1.49 1.87 2.20 2.68 2.72 
TDishes and glassware... . 60 96 1.43 1.99 2.71 2.72 
Knives, forks, spoons, ete LIS 23 33 43 52 : 
Stoves, ranges and heaters..... 3.65 4.82 5.16 6.25 5.99 7.72 
Kitchen utensils (pots, pans, 

CUO a) is gots Litas vidal aatoyae teas 45 82 1.07 1.35 1.61 1.70 
Brooms and brushes.......... 1.23 1.48 1.62 1.82 1.94 2.09 
Lamps, lamp chimneys, gas 

mantles and clectric bulbs. . . - 66 -92 1.21 1.44 1.971 1.95 
Talking machines. ........... 1.12 1.90 2.92 4.31 6.28 6.49 
Curtains, draperies, portieres, 


sofa pillows, etc............ : -59 1.06 1.42 1.99 2.41 2.85 é ; 


Family Expenses for House Operation—Fuel and Light. 
—There is a fairly constant relation between the amount ex- 
pended or the value consumed of fuel and light and income 
both among agricultural and industrial workers’ families. The 
average value of all fuel used by farm families as found by 
Kirkpatrick amounted to about $86 per year, of which a large 
part was furnished in the form of firewood by the farm itself. 
The average expenditure for fuel and light among industrial 
workers, according to the 1918 study of the “Cost of Living 
in the United States,” amounted to $74.38. The expenditures 
in dollars for fuel and light among industrial workers pro- 
gressed evenly with the rise in income, but the rate of progress 
was not quite so rapid as the rate of increase in income, so 
that actually the percentage of expense for fuel and light de- 
clined. (See Table LXIV, “Expenditures for Fuel, Light, 
Furniture and Home Furnishings.”) , 

The average expenditures for fuel and light among both 
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TABLE LXIV. EXPENDITURES FOR FUEL, LIGHT, FURNITURE AND Home 
FuRNISHINGS 


From “Cost of Living in the United States,’ 1912-1918. 


Income Groups 
Under $900.......... $ 57.19 3.6 
1, 200 4.1S a4 
1,200- 1, §00. 73.33 4 
1, 500- 1,800 ee S.S 
1,800- 2,100 7.27 5.5 
2,100- 2,500 92.07 8.7 
2,500 and over...... 102.03 $.4 
All incomes. ..... $ 74.38 $. 


industrial and farming families ranges about 5.2% of the total 
expenses. This is about 42% of the value of the rent for farm 
homes and about 40% of the rent actually paid by industrial 
families. This high proportion of expense for fuel and light 
in relation to rent declines on passing to higher incomes. Among 
professional families, studied by Dr. Peixotto in the Uni- 
versity of California, with average incomes of nearly $5,000 
a year the percentage of expense for fuel and light amounted to 
only 2.6% of the total. 

According to Engel’s law, the percentage of expense for 
fuel and light remains constant regardless of the amount of 
income. This, quite obviously, is not the case. While the 
amount expended is lowest in the income groups farthest down, 
the percentage of expense is the highest among these groups 
and, in such studies as have been made, as income rises, the 
amount expended for fuel and light apparently steadily de- 
clines. In the estimate of “Cost of Living in California” 
made by the California State Civil Service Commission for 
laborers’, clerks’ and executives’ families, respectively, an aver- 
age of $76.63 per year was allowed for the laborer, $78.73 for 
the clerk and $226.14 for the executive. These amounts. how- 
ever, constituted about 4% for the laborer, about 3% for the 
clerk, and about 3% for the executive. 

The percentage of expense for light seems to be fairly con- 
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stant for all parts of the country but the percentage of expense 
for fuel varies with the geographic or climatic location and with 
the prices of fuel. Thus the cost of fuel runs at a considerably 
higher percentage in all northern localities than in southern 
localities. The percentage of expense for fuel also runs higher 
where the prices of fuel are higher because of transportation 
costs. In communities enjoying nearby fuel resources the per- 
centages of expense decline as the cost of fuel goes down. 
There is undoubtedly a definite effort to economize in its use 
but the necessities for fuel are so great and the demand is so 
inelastic that the actual money expended and its percentage to 
total expense rises with increases in fuel costs. 

Ice and refrigeration are growing into marked importance 
as an item in house operation. In a study made by the Gen- 
eral Federation of Women’s Clubs in 1926, it was found that 
out of 40,000 farm homes 24% possessed refrigeration or ice 
boxes of one kind or another. More than a quarter of the 
entire number of homes reported the use of cellars or caves 
as means of keeping food cold. The figures already pre- 
sented on the sale of refrigerators and particularly electric 
refrigeration indicate the rapid growth of the use of ice in 
modern city homes within the last few years. The study 
made in 1918 in industrial families by the U. S. Bureau of 
Labor Statistics reported purchases of refrigerators during 
that year of from 5% to 9% of the total number of families. 
The average price paid per ice-chest ranged from $10 to $20, 
averaging $15.78. The California studies made by the Cali- 
fornia Civil Service Commission and by Dr. Peixotto in the 
University of California are apparently not very serviceable as 
an indication of use throughout the rest of the country be- 
cause of differences in climate. 


Laundry and Domestic Help—Studies of farm family 
budgets indicate that more than 90% of farm families do 
their washing at home. In the studies of towns, however, the 
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trend is distinctly away from home laundering and toward 
utilization of power laundries. Among industrial families, 
according to the 1918 study, the number of families sending all 
or part of their laundering out of the homes varies directly in 
accordance with the income, from 43% of the group having 
incomes under $900 to 82% of the families with incomes of 
$2,500 and over. Among families with higher incomes and 
higher standards of living there are higher percentages who 
employ the services of power laundries. The amount of out- 
side laundry service is therefore to a very great extent re- 
lated to the amount of income and standard of living enjoyed. 
It should be observed in passing, however, that a great many 
families reporting laundry work sent out of the home also have 
some part of it taken care of in the home and this fact appears 
for all income groups and standards of living for which there 
is any information. The declining trend of home laundry work 
will be discussed in detail a little farther on. 

The amount of domestic service employed is likewise re- 
lated to the amount of income and standard of living. There 
has, of course, been a very great change during the past gen- 
eration as to the number of domestic servants. Fifty years 
ago families of all but the lowest standards of living employed 
some domestic help and even the moderately well-to-do kept 
a servant all the year round. According to the Census of 
1920 the total number of servants of all kinds amounted to 
1,200,000. Even in the employment of these, if each worked 
with a different family, then there would have been but 1,200,- 
000 families out of a total of 24,000,000 families supplied with 
continuous domestic help, or less than one family out of eight 
throughout the country. Obviously, many wealthy families 
employed several servants so that in all probability not more 
than one family out of twelve, if indeed that many, actually 
employed full-time servants. It is not likely that the proportion 
of families employing a servant full time has increased since 
1920. It is more probable that the tendency has been the other 
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way. This must mean that under present conditions in this 
country only families enjoying the highest standards of liv- 
ing are able to employ one or more servants for full time. 

A large number of families, however, do employ domestic 
servants for part time. In Kirkpatrick’s studies of ‘“‘Farmer’s 
Standard of Living,” he states that about 14% of farm fami- 
lies report some employment of hired help for the household. 
Out of the industrial families studied in 1918, 16% reported 
some employment of domestic help. It is interesting to note 
that the number of such families employing household help in- 
creased very rapidly with the increase in income. Such part- 
time help is usually engaged for house cleaning, laundry work 
and to assist in case of illness or incapacity of the regular 
housekeeper. 

Professional families as indicated in Dr. Peixotto’s study 
in the University of California and Henderson and Davies’ 
“Incomes and Living Costs of a University Faculty’ (Yale), 
places a great deal of stress on the point that the families of 
university professors cannot afford to employ full-time domestic 
service. The progress of the demand for domestic service 
with increase in income is well illustrated, however, by these 
studies of expenditures among faculty members’ families. 
Among those having incomes under $2,500 a year, “For the 
most part there is no domestic service of any kind’’; “Wife 
does all the cooking including the baking of bread”; “It is 
impossible to have any regular domestic help, which makes it a 
steady hard job for the woman of the house who has to do the 
cooking, cleaning, washing of the baby’s things, sewing and 
shopping. Lack of domestic service makes it necessary for the 
men to take hand in the housework.” 

Among the instructors and assistant professors with incomes 
up to $4,300 a year, ““The wives do all the housework except 
as they have some occasional service”; “No domestic help ex- 
cept some one occasionally in the evening to look after the chil- 
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dren.” Generally there is no domestic service or help. Oc- 
casional service only. 

Among faculty members with incomes from $5,000 up to 
$6,400 a year, ““My wife does the cooking and most of the 
housework the year round”; “Wife does not only the cooking 
but also laundry and most of the dressmaking, but has a helper 
for housework twice a week, sewing woman about once in two 
weeks. No other service.” 

Among faculty members with incomes of from $7,500 up 
to $10,000 a year there appear such statements as “My wife 
and I have to do too much menial work”; “One regrets the 
physical hardship which the wife has had to undergo.” 

On passing the $6,000 a year income level an occasional 
faculty member’s family begins to enjoy the full time employ- 
ment of one servant. Below this income level service is em- 
ployed for part-time only. As the income rises from $6,000 up 
to $10,000 a year the number of families employing the full 
time of one servant increases. Occasionally, families enjoying 
incomes of $10,000 a year and even smaller amounts expend 
$1,500, $1,800, $2,000 and even as high as $2,200 for service, 
so that judging from these amounts they each probably employ 
two servants. On passing the $12,000 a year income level, ‘“‘All 
have regularly employed servants and an increasing number 
have two servants with an occasional family supplied with two 
domestic servants and a chauffeur and gardener combined.” * 
The consideration of domestic help is included with that of 
laundry since there is a close connection. As income rises, 
however, the amount of laundry sent out of the home rises 
rapidly, or the amount expended for domestic service increases. 
The declining trend in employment of domestic servants has 
undoubtedly been one of the chief factors of the successful 
growth of the power laundries. The rapid growth of the power 
laundry industry since 1920 may in turn serve as an indica- 


3J. Peixotto, “Getting and Spending at the Professional Standard of Living,” PP. 
15-1293 Henderson and Davies, “Incomes and Living Costs of a University Faculty 
(Yale), pp. 103-140. 
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tion of still further decline of the number of persons employed 
as domestic servants. 


Cleaning Supplies.—Cleaning supplies include both Jaun- 
dry and toilet soaps, cleaning powders, lye, laundry starch, blue- 
ing, and so forth, which are inevitably purchased in all domes- 
tic establishments. The average cost of these supplies among 
farm families according to Kirkpatrick is about $8. The 
average cost of these supplies among industrial workers ac- 
cording to “Cost of Living in the United States,” was $12. 
The university faculty families studied by Dr. Peixotto re- 
ported average amounts from $25 to $30 a year. 

It has been estimated that the total sale and production of 
soaps for domestic use in the United States exceeds 2 billion 
pounds per year. This is an average of about 80 pounds per 
family and at retail prices represents an expenditure of about 
$10 per year. 

The production of soap has gone steadily forward indicat- 
ing a greater use. The largest increases, however, have come 
within the field of toilet soaps and soap chips rather than in the 
field of laundry soaps. The use of soap powders, cleansers, 
cleaning powders and of liquid soap supplies have likewise 
shown rapid growth of production in the census years from 
1921 down to 1927. A marked change has occurred in farm- 
ing districts throughout the country in the rapid decline of the 
manufacture of soaps at home. A generation ago soap was 
regularly made in most farm households but this has all but 
passed out of existence. 


Labor-Saving Trend in Home Furnishings—Perhaps the 
most notable characteristic in the development of home fur- 
nishings during the past twenty years has been the desire to 
save the labor and time of the housekeeper and at the same time 
to increase the comforts of the home. As a part of this trend 
there has been a rapid and general increase in the introduc- 
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tion of electricity, gas, running water and other conveniences 
throughout the country. 


The Use of Electricity—At the close of 1928, there were 
nearly 19 million households or domestic establishments wired 


Millions of Consumers 


7 22 27 
December 31%tof Year 
(New York Times Annalist, January 18, 1929) 


Plate 1. Increase in Domestic Electric Consumers in Relation to Total 
Families 


for electricity. It is estimated that there were 27,800,000 
families in the country at that date, so that practically two- 
thirds of all households in the country were supplied with elec- 
tric current. The largest proportion of electrified homes is, 
of course, in cities and towns, but there has likewise been a 
rapid expansion of electricity to villages and even to farm 
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homes. At the end of 1928, every town in the United States 
over 5,000 population had electrical service, 97% of all towns 
from 250 up to 1,000 population were electrified. It has been 
estimated that at least 25% of the little hamlets under 250 
population were likewise reached by electrical lines and that 
not less than 350,000 farms of the 6,500,000 throughout the 
country were furnished with electrical service. As an indi- 
cation of the rapid growth of electrical service among house- 
holds, approximately 1,400,000 new customers were added dur- 
ing 1928. : 

Plate 1, “Increase in Domestic Electric Consumers in Re- 
lation to Total Families,” presents the information as to the 
growth of number of domestic electrical consumers in a strik- 
ing way. The graphs representing actual growth have been 
extended by dotted lines to indicate the prospects of growth 
during the next ten years. 

As an indication of the rapid spread of the actual used elec- 
trical household equipment in homes, it has been estimated by 
“Electrical Merchandising,” a trade paper, that from January 
1923 to January 1928 there were increases as follows: Flat- 
irons from 7,000,CO0O to 15,300,000; washing machines from 
2,915,000 to 5,000,000; vacuum cleaners from 3,850,000 to 
6,828,000; fans from 3,500,000 to 4,900,000; heaters from 
1,260,000 to 2,600,000; toasters from 1,000,000 to 4,540,- 
000; ironing machines from 116,000 to 348,000; and electric 
refrigerators from 27,000 to 755,000. 


The Use of Gas.——Gas has rapidly taken the place of other 
fuels particularly for cooking purposes. The extent of the use 
of gas in relation to other fuels in domestic cooking as of 
January I, 1929 may be made clear by the following tabula- 
tion based on information from the American Gas Association. 

12,790,000 families cook with gas 
8,290,000 families cook with coal and wood 


6,000,000 families cook with oil 
590,000 families cook with electricity 
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It is also estimated by the American Gas Association that 
10.8 million homes are piped for manufactured gas and 3.7 
million homes for natural gas, making a total of 14.5 million 
homes served with gas. Out of this total, 12.8 million, as 
indicated above, use gas for cooking. Gas consumption in 
volume of cubic feet is increasing at the rate of 3.8% per 
year, or more than twice as fast as population. 


Decline in Food Preparation in Homes.—Similarly in 
cooking equipment there probably has never been a period in 
which so many improvements have been made for the purpose 
of saving the housekeeper’s time as during the last twenty 
years. In this period improved kitchen ranges have come into 
general use, gas has largely displaced coal and wood, at least- 
in the cities, and a small but growing percentage of house- 
keepers are using electricity, at least to some extent, in the 
preparation of their meals. Modern cooking apparatus in- 
cludes fireless cookers, waterless cookers and pressure cook- 
ers, ranges with automatic heat control, dishwashing apparatus, 
and so on. Yet, within this period there has occurred the 
greatest known decline in home preparation of foods for home 
consumption. 

In the period from 1900 down to 1925, the population of 
this country increased from 75,000,000 to 115,000,000 or some- 
what more than 50%. In about the same time, that is, from 
1899 down to 1925, the value of bakery products produced 
outside of home and in factories increased from 175 millions 
to 1,268 millions or nearly 301%. During the period while 
population increased slightly more than one-half, the volume 
of bakery products produced in factories multiplied two and 
three-quarters times. 

“Apparently the women of the cities have nearly all for- 
gotten how to make bread (most of the younger women never 
knew). The women in town and country now buy at least one- 
half of their bread, according to conservative estimates. 
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“They still bake cake, of course. In fact, probably 80% 
of the sweet goods consumed is made at home. Until recently 
most bakers relied largely on bread and devoted their efforts 
largely to promoting its sale. 

“The industry is now, however, turning its attention to 
sweet goods. Cake is being featured as never before and sales 
are rapidly increasing. Everywhere plants are being con- 
structed to manufacture sweet goods exclusively. 

“The magnitude of the industry’s opportunity may be 

judged from the fact that in 1925, with only a fraction of 
the market under cultivation, the sale of soft cake and pies 
alone amounted to over $278 millions. Besides, crackers and 
cookies totaled $243 millions.” * 
"What has occurred to home baking has been paralleled by 
declines in the preparation of other foods such as canned 
fruits and vegetables, preserves, pickles, sauces, and so forth, 
the manufactured production of which increased 68% be- 
tween 1921 and 1925 alone. 


Decline in Laundry in Home.—The trend toward reduc- 
tion of labor in the home is well exemplified in the rapidly 
growing tendency to have the family laundry work done out- 
side of the home. Nothing could represent this movement 
more graphically than the simple statistics presented in Table 
LXV, “Growth of the Power Laundry Industry in the United 
States,” which indicate that the amount paid out for laundry 
service in power laundries more than tripled in the period from 
1914 to 1927 and that the growth in this service between 1925 
and 1927, a period of two short years, increased 25%. What- 
ever qualification must be made of these figures because of 
changes in the value of money between 1914 and 1927, it is not 
possible to overlook the exceedingly rapid growth of power 
laundry service in the period from 1925 to 1927, a time in 
which there were few, if any, important price changes. 


‘6 The Baking Industry, Bakers Weekly, Chicago, 1928. 
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During the same period, from 1914 to 1927, there has been 
a most aggressive sales and advertising campaign for the sale 
of washing machines, electric irons, drying apparatus and other 
home laundry equipment. The production of washing ma- 
chines, wringers, driers, and ironing machines for domestic 
use grew from $40,000,000 in 1919 and $30,000,000 in 1921 
up to $74,000,000 in 1927. The sale of electric power wash- 
ing machines for household use increased from 110,000 in 1917 
to 790,000 in 1927. There were said to have been over 4,250,- 
ooo electric power washing machines and over 12,800,000 
electric irons in American homes at the end of 1927. 

It will be seen, therefore, that the rise of the power laundry 
industry has been accompanied by a rapid growth in the pro- 
duction and sale of home laundry equipment of the type to 
save the labor and time of the housekeeper. It is possible that - 


TaBLE LXV. GROWTH OF THE POWER LAuNDRY INDUSTRY IN THE U. S. 


Amount 
Total . 
Employees | Receel fr 


130,641 $142, 503,253 


131,879 236, 382, 369 
169, 200 362,204,749 
221,043 453,877,518 


a part of the consuming public may be departing from old-time 
laundry methods by giving its patronage to power laundries 
and that another part may be changing from those old-time 
laundry methods by introducing modernized equipment in the 
home. There is still a third possibility, namely, that an in- 
creasing number of consumers who desire to escape from the 
drudgery of old-time laundry work are not only buying modern 
home laundry equipment but are at the same time sending in- 
creased proportions of their washing to the power laundries and 
that the new and improved laundry equipment going into the 
homes is used less and less. 
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Decline in Home Sewing.—There has been a similar situa- 
tion of counter developments in the field of home sewing. Ex- 
tensive improvements and refinements both in ease and opera- 
tion and in appearance or design have been made in sewing 
machines and other equipment for home sewing during the 
past twenty years. Home sewing has also been aided by marked 
improvements in the manufacture of paper patterns. Almost 
infinite pains have been taken to make them simple and easy to 
follow. Even the current fashions, particularly since 1920, 
have favored home dressmaking. The styles have been so 
simple in line, in materials and trimming required, as to make 
their home production easier than ever before. Yard goods 
producers, dry goods wholesalers and, particularly, dry goods 
retailers, have given more attention to the promotion of the sale 
- and use of materials for home sewing than ever before. In ad- 
dition to the usual efforts of promotion such as advertising and 
display, special work has been done in nearly every important 
town in the country to induce more home sewing and increased 
use of materials by giving courses in dressmaking which have 
usually been largely and enthusiastically attended by housewives, 
by the establishment of clothing consultant information and ad- 
visory service for consumers intended to show prospective home 
dressmakers how to secure the best results in the easiest way. 
Beginning about 1921 or 1922, many of the department stores 
throughout the country began conducting demonstrations for 
the benefit of their customers on “How to make a dress in one 
hour.”” This demonstration, originated by Mrs. Mary Brooks 
Picken, proved exceedingly popular as a means of attracting 
crowds and undoubtedly induced some increase in the sales of 
fabrics and yard goods departments. By 1928, changes in 
fashions and improvements in technique of cutting and sewing 
have made it possible to reduce the time of making a complete 
garment as worked out in this demonstration, to less than 30 
minutes. During this same period of time there probably has 
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been more intensive work done than ever before in the public 
education of all grades in home sewing. In this period, how- 
ever, the use of ready-made garments has steadily risen and 
home sewing has gradually and steadily declined. 


Other Conveniences and Labor Saving Devices—Iceless 
Refrigeration and Vacuum Cleaners.—One of the most im- 


portant of conveniences introduced into a great number of 
homes during the past twenty years is the refrigerator, including 
the iceless variety. The production of refrigerators of all kinds 
increased from $15,000,000 in 1914 to $57,600,000 in 1925, 
which was more than double those produced in 1914. More 
recently the production and use of iceless refrigerators has en- 
joyed most remarkable growth. It has been estimated that in 
1917 there were 1,200 units produced and sold, whereas in 1927 
over 635,000 were marketed. 

The ice industry, through the National Ice Dealers’ Asso- 
ciation, has quite naturally been deeply concerned in this rapid 
development of iceless refrigerators. If their use were to be- 
come general the ice business might pass out of existence. To 
offset any opinion that this might be happening the National 
Ice Dealers’ Association has issued statements to the effect that 
production of ice has grown from 12,000,000 tons in 1914 to 
60,000,000 tons in 1927, or from 488 pounds per capita in 
1914 to 1,017 pounds per capita in 1927. Mechanical and elec- 
trical refrigeration, so the association claimed, has only served 
to increase the demand for household refrigeration and the use 
of ice. Mechanical refrigeration, so it has been urged, is too 
expensive in original equipment as well as operation to become 
available to the masses of the families of low and even moderate 
incomes throughout the country. 

A good ordinary ice box, according to these statements, 
could be bought at a cost of from $10 to $100 with the ice 
supply costing from 50 cents to $3 a month, whereas mechanical 
refrigeration required an initial expenditure of from $200 to 
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$600 with operation running from $3 to $7 a month. Im- 
provements in mechanical refrigeration and particularly reduc- 
tion in costs of installation and upkeep might easily expand its 
domestic market very greatly. 

Both the ice manufacturers and the producers of iceless re- 
frigerators look forward to a period of rapid development. Both 
feel that there is a great undeveloped market for refrigeration. 
In spite of the rapid spread of the use of refrigerators, about 
40% of American homes still have no refrigeration of any kind. 
Iceless refrigeration for domestic use does not go back much 
farther than 1912 or 1914. One of the leading producers of 
electric refrigerators, however, had, before the end of 1928, sold 
and installed 750,000 units. The prospect seems bright for a 
rapid increase in sales for some years to come. 

Another important item of household equipment that has 
come into rapid widespread use in this country is the vacuum 
cleaner. It was estimated that in 1917 there were about 180,000 
vacuum cleaners sold, whereas in 1927 there were 1,028,000 
sold. It has also been estimated that at the end of 1927 there 
were not less than 5,900,000 vacuum cleaners in use in American 
homes. 


Conflicting Trends.—The general tendency, long noted, to 
reduce the amount of work carried on in the homes has taken 
two directions, first, in the assumption of much of the work 
formerly done in homes, by factories, and second, by the intro- 
duction of labor-saving devices and equipment in the homes. 
The first takes the activity completely out of the home, the 
second continues the work at home but in modified form. Prac- 
tically all factory production in consumers’ goods was at one 
time home production. The modern home carries on but a 
small fraction of the kinds of work formerly done there. Much 
of what remains to be done in the home has been subjected to 
the closest possible study with the object of eliminating waste 
motion and useless exercise of human energy. Modern kitchens 
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are scientifically planned. Each fixture is proportionately placed 
with relation to its functions so that the housekeeper need not 
take unnecessary steps. A recent report on time and motion 
studies carried on in housework reveals ways by which the 
mileage walked in the performace of household duties may 
be cut in half. The fixtures themselves have been subjected 
to intensive improvement so as to save the energies of the house- 
wife. 

These two trends are in direct competition with each other. 
Modern kitchen equipment and tabor-saving devices used in the 
preparation of food tend to keep the work of preparation within 
the home, whereas the baking, canning and other factory indus- 
tries engaged in the preparation of food products, as well as the 
hotels and restaurants, urge the consumer to give up this home 
work and let it be done in outside institutions. 

Similarly, the sales of washing machines for use both with 
hand power and electric power, electric wringers, irons, mangles, 
driers, and so on, oppose the development of power laundries. 
The intensive sales promotion by which the distribution of elec- 
tric sewing machines and other supplies for home sewing is 
effected undoubtedly has some effect in checking the factory 
industry in the field of ready-made goods. 

The effect of this conflict of trends has probably held up the 
progress of consumer demand toward a home life with even 
less productive work carried on in it. It is probable that the 
introduction of labor-saving equipment in the home has some- 
what checked the tendency for work to be taken out of the home 
by the factories. One cannot be entirely sure of this, but per- 
haps the declining of work done in the home would have been 
much steeper if it had not been for these improvements. Never- 
theless, the outside industries producing consumer goods and 
services are growing very rapidly and it is probable that a great 
many of the labor-saving devices going into homes represent 
but a temporary check or hold-back on the part of many fami- 


Google 


410 ECONOMIC PRINCIPLES OF CONSUMPTION 


lies in an evolution that may in time sweep all home work into 
the factory industries. 

High rental rates, the tendency toward stabilization of 
wages, salaries and other income, the expanding demands coin- 
cident with the effort to raise the standards of living, all tend 
toward reducing the size of the dwelling or apartment occupied 
by the modern family and toward a more efficient use of the 
space so occupied. Nothing is more typical of the tendencies 
of the day than current methods of designing the household 
furniture and other equipment for use in the modern small 
home; the break-up of the old-time living room, dining room 
and bedroom suites and the increased sale of single pieces of 
furniture graciously termed ‘‘occasional pieces”; the growing 
production and use of furniture which will serve more than one 
purpose such as the folding bed that serves as a decorative book- 
case or mantel during the daytime, the combined writing desk 
and bookcase, the combined table which between meals looks 
like, and serves as, a library table, and the compact kitchen kit 
made up like a locker and occupying a floor space of 18” x 30” 
which includes a stove, a refrigerator, a work table and storage 
shelving, and when not in use, is closed up with swinging doors 
like a locker. Indeed some of the improved kitchen kits even 
include a sink as well. These ingeniously contrived units of 
household equipment serve the double purpose of saving valu- 
able rental space and of reducing the amount of labor and care 
as well. 


Modern Conveniences in Country Homes.—The extent to 
which the modern conveniences have spread to country homes 
may be seen in Table LXVI, ‘Home Furnishings Among 
Selected Dairy Farmers.” This group of 6,000 farmers re- 
ported by the Meredith Publishing Company in 1926 probably 
represents a higher standard of living than the average for all 
farmers. This is indicated by the sizes of their farms (177.5 
acres), the average number of dairy cattle per farm (13.7) and 
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the average value of buildings per farm, $6,451 as against 
$2,990, the average per farm for all farmers in the United 
States. 

This survey among dairy farms of the Middle West indi- 
cated that in 1926, 31% were supplied with electricity, of which 


TaBLE LXVI. Home FurnisHincs AMONG SELECTED Darry FARMERS 


6,000 subscribers of The Dairy Farmer. Survey made in 1926-1927 by Mere- 
dith Publishing Co., Des Moines, Iowa. 
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14% drew service from electric lines while 17% had their own 
electric plants. In comparison with farm houses in other dairy 
states named in the table, this is a low figure. Nearly three- 
fourths of all of the farms of the state of California and nearly 
two-thirds of all farms of the state of Massachusetts have elec- 
tric service. 

Central or furnace heating has also spread to country homes 
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as well as to city homes. Out of the farm homes studied by 
the Meredith Publishing Company, 26% had central heating, 
of which nearly four-fifths had hot air furnaces and the remain- 
ing one-fifth were divided between hot water furnaces and steam 
heat. With respect to central heating these dairy farms were 
well-equipped compared with farmers in other states. The vari- 
ation, however, is probably due to climatic differences rather 
than to differences in standards of living. The Western states, 
with their mild climates, showed the lowest percentages of 
homes with central heating and the Eastern states including 
Connecticut, Massachusetts and Vermont, averaged a higher 
percentage of homes with central heating than in the Middle 
West dairy states. 

Considerable variation is to be found in the number of 
homes in the various states reporting having running water. 
The average for the dairy state group amounted to 28%. The 
lowest percentage (13%) was reported from Missouri and the 
highest (82% ) from California. The Middle West dairy farms 
reported bathrooms in 26% of cases as against 45% in the other 
dairy states listed. Minnesota and Missouri indicated the lowest 
percentages with bathrooms, while California and Washington 
had the highest percentage of homes so equipped. 


Fashion Changes in Home _ Furnishings.—Fashion 
changes, highly important in clothing and even in housing, as 
we have seen, are likewise dominating in the field of home 
furnishings. One of the marks of an advanced standard of 
living is the increasing interest in and effort to follow the cur- 
rent fashions in home furnishings. 

The cycles of fashion development in home furnishings 
move more slowly than they do in clothing but more rapidly 
than in housing. In the period of a generation the household 
equipment of American homes has traversed at least five or six 
cycles, each lasting from 5 to 10 years. On emerging from the 
80’s into the go’s, household furnishings changed from the Vic- 
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torian types, including the heavy black walnut furniture, hair- 
cloth upholstery, what-nots and bric-a-brac, into a period of 
golden oak, high lustred and frequently quartered. This was 
the period during which machine-made furnishings came into 
dominance. The opening of the present century saw beginnings 
of a movement toward a new fashion known then as “Art 
Nouveau” which showed considerable promise but actually at- 
tained but little prominence. Golden oak gradually declined and 
in its place there developed the taste for and the use of mission 
and craftsmen furnishings which held sway in the homes of the 
well-to-do from 1905 down to 1912 or 1915. This was fol- 
lowed by a period of deep interest in colonial antiques and 
colonial adaptations, with occasional excursions of consumer 
demand into eighteenth century styles both of English and 
French origins. The vogue for the colonial and eighteenth 
century English styles continued in the post-war period with 
some additional variations such as a rather pronounced con- 
sumer demand from 1921 to 1924 in certain parts of the 
country for Spanish and Italian types of furniture and furnish- 
ings. Since 1925, there has been considerable interest expressed 
in furniture and furnishings of modernistic motive. This may 
result in the development of a major wave of fashion. This 
subject is more completely discussed in the author’s “Economics 
of Fashion,” Chapter XIV. 


Instalment Selling in Home Furnishings.—Instalment 
selling has had its widest development in the field of home 
furnishings. The volume of instalment sales in household 
equipment and automobiles makes up a very large percentage 
of the total of all instalment sales. Instalment selling made its 
beginnings in the home furnishing field. Sewing machines have 
been sold on this plan practically since they were first placed 
on the market. Organs and pianos followed in the sales path- 
way that had been blazed by the sewing machine producers. 
Dealers in stoves, furniture, floor coverings, refrigerators, 
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vacuum cleaners and other household equipment have similarly 
used this method of disposing of their product to ultimate con- 
sumers. There are a few notable cases in which big volumes 
of sales in household equipment have been made for cash, as 
in the case of sales by mail-order firms before it became the 
general practice to extend credit and partial payment terms here, 
and in a few department stores operating under a cash payment 
policy, such as R. H. Macy & Company, New York, whose home 
furnishings sales alone as of 1928 must have been considerably 
in excess of $10,000,000 a year. 

Whatever may be said of the economic and social effects of 
instalment selling as applied in other fields, there appear to be 
no outstanding objections to the operation of this selling policy 
in the home furnishings field. Home furnishings seem to be the 
logical place for instalment selling. 

Within reason, instalment sales in home furnishings con- 
stitute a very safe form of credit. The percentages of loss from 
these sales have nowhere been very high even during periods 
of business depression. Instalment sales are usually made on 
such a basis as to insure a repossession value that is higher than 
the unpaid amounts still due. 

Home furnishings are generally of more or less permanent 
value and are therefore comparable to the machines and other 
equipment purchased by a factory, and there seems to be no 
reason why credit may not be extended on the former as well 
as on the latter. 

From the standpoint of the consumer, instalment sales in 
the home furnishings field actually make possible a higher 
standard of living than would be within the reach of many 
people if it were necessary to accumulate savings sufficient to 
pay for such goods in full before enjoying their use. As a 
matter of fact, payment is made by consumers under the in- 
stalment selling policy in advance of use but by a series of 
periods of time, instead of all at once. 

The purchase of home furnishings on an instalment basis 
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compels thrift in many instances in which it might not other- 
wise be exercised. Such purchases constitute a goal for savings 
and an incentive to earn more. Inability to meet the payments 
as they fall due faces the purchaser as a prospective loss not only 
of the use of the goods but of the money already invested. 
Instalment selling enforces advanced planning and budgeting of 
family expenses. 

There are students of economic conditions who maintain 
that instalment selling induces overbuying and waste and that 
it tends to weaken habits of thrift. There seems to be very little 
actual information to support this view. All forms of saving, 
as pointed out elsewhere, have increased most rapidly during 
the same period of time in which instalment selling has forged 
ahead most rapidly. Instalment selling serves a particularly use- 
ful purpose in supplying a method by which newly established 
homes may be properly equipped. The purchase of such goods 
by the instalment plan does not mean that habits follow for 
the purchasing of all other classes of goods on the instalment 
plan. In fact, the experience of many business concerns, such 
as department stores who employ instalment selling as one of 
their policies, has been, in a large number of cases, that cus- 
tomers who have acquired goods on the instalment basis, after 
having completed their payment, become regular cash and charge 
customers rather than purchasing other goods on the instalment 
plan. 

From the standpoint of producers and distributors, it is an 
undoubted fact that during the years in which instalment sell- 
ing expanded rapidly, such business interests profited greatly. 
It is not easy to see how the automobile industry, in which it 
is said that 85% of the cars are sold on time, could ever have 
grown to its present position in American industry were it not 
for such accommodation to customers as instalment selling. Any 
backwardness or loss in the volume of business suffered by 
any industry whose products go to the consumer may perhaps 
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be attributed to the fact that they do not themselves adopt plans 
of easy purchase terms. 

The consumer who buys household equipment on the instal- 
ment plan pays somewhat more for such equipment than if he 
were able to buy for cash. In addition to the regular cost, 
instalment sales must bear such increased cost as the interest 
on the amounts involved, expenses of collection and insurance 
against losses. In the industries in which instalment selling has 
been well established, the computation of these costs has been as 
scientifically determined as the costs of insurance in the insur- 
ance field, and with such knowledge it has been possible to 
reduce these additional expenses to a reasonable minimum. 

Instalment sales have the definite effect of making competi- 
tion more difficult for industries and lines of goods which might 
be bought by consumers if their surplus funds were not taken 
up in meeting instalment dues. It seems probable, however, 
that instalment selling in so far as it has effected other types 
and methods of doing business, has hit the regular charge 
account business of retail stores rather more than the cash basis. 
If one may judge by the progress of chain stores and other 
institutions selling for cash, it seems clear that the total volume 
of cash business is moving steadily forward. There is a well- 
grounded impression that instalment sales volume has reached 
a fairly high level. It may be presumed, therefore, that if any 
type of business has suffered in competition with instalment 
sales it must have been the charge account business. 


Competitive Character of Expenditures for Home Fur- 
nishings——The high first costs of most articles of household 
equipment constituting the variety of types of equipment needed 
and the limitations of the family income are factors which al- 
most always constitute a problem in consumer purchase of these 
goods. Very few families are in a financial position to complete 
the furnishing of a home at any given time. After the original 
equipment on which the household was established, additional 
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articles are bought from time to time as circumstances demand 
and conditions permit, as modified by sales promotion, prevail- 
ing fashion trends, individual preference, community standards, 
and soon. The decision to buy an iceless refrigerator may well 
result in indefinite postponement of the purchase of a desired 
new rug, occasional chair or set of dishes. The very rapid 
development of the radio industry and great volume of sales 
effected to consumers of radio instruments since 1920 has un- 
doubtedly had the effect of checking the sales of many other 
alternative products of household equipment and indeed, pos- 
sibly for clothing. The decline from what sales might have 
been in floor coverings, furniture, kitchen utensils and musical 
instruments, as a result of the absorption of family funds in 
the purchase of radio instruments, might continue until the 
use of radio in American homes had reached a point of satura- 
tion or stabilization. After this it may be presumed that house- 
keepers would again turn their attention and their funds to 
securing other needed items of household furniture and equip- 
ment. This change in buying policy might not occur, however, 
for several years, and therefore too late for many industries as 
well as dealers engaged in the production and sale of such com- 
modities to consumers. 

The fact that articles of household equipment are highly 
competitive in their reach for the consumers’ available funds 
has deeply impressed many industries since 1921. Furniture, 
floor coverings and piano manufacturers in particular, are cer- 
tain that radio and automobile industries have absorbed a large 
part of the funds which might otherwise have been invested in 
articles of their production. It may be assumed that there is 
considerable truth in this viewpoint, but how much, it is difficult 
to estimate. The furniture and floor covering industries, ac- 
cording to the reports of the U. S. Census extending down to 
1927, enjoyed considerable increases in value of production. 
Probably a considerable proportion of this production was 
utilized in the equipment of new homes built since 1921. There 
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is also a likelihood that these industries producing standard 
goods offering little in the way of novelty or improvement have 
been suffering from overcapacity much the same as a great 
many other industries since the period of the World War. 
There cannot be more bedroom furniture, for example, than 
there are bedrooms to be equipped, and what the furniture 
manufacturers might hope for is that by change of fashion more 
families might be induced to dispose of their old sets and pur- 
chase more new goods. This, however, is a matter that depends 
on fashion trends rather than on sales promotion or even on 
competition of other products. 

The continued overcapacity of the manufacturing indus- 
tries supplying the household equipment of the country is certain 
to produce an increasing interest in the possibilities both of in- 
dividual and codperative effort in inducing consumer demand 
for each of the many specific lines of commodities, so that 
the sales campaign of the immediate future of home furnish- 
ing manufacturers would not only be aimed at successful com- 
petition with other manufacturers producing the same or similar 
goods, but also against other industries. Thus the manufac- 
turers of living room furniture may be counted on to combat 
the competition effect of increased sales of radio. 
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CHAPTER XVII 
HEALTH MAINTENANCE 


The relation of health to human happiness is axiomatic, but 
the degree to which happiness depends upon health can scarcely 
be overstated. Its influence on happiness is tentatively appre- 
ciated only when it is absent. There is no adequate measure. 
All human feelings are conditioned by it. 

Our attitudes, our hopes, our ambitions, our outlook, our 
estimates and even our economic demands depend to a large 
extent upon our condition of health. Our earning power, aver- 
age incomes, enjoyments and satisfactions of all kinds, are 
deeply affected by our physical condition. Our appetites for 
food, our desire for clothing and attire, our ambitions for homes 
and families, our requirements and feeling of zest for our work 
as well as our leisure activities, are all conditioned by our health. 
Illness tends to absorb the economic surplus of families and of 
societies. Illness of breadwinners destroys the sources of 
family incomes and smashes the standards of living. Illness is 
the chief direct cause of poverty as well as its effect. 


Extent of Illness.—The expenditures for the care of health 
constitute quite rightly an important and growing part of the 
miscellaneous items in modern family budgets. Family budget 
studies of large groups of people indicate that 90% or more 
of all families have some illness every year and it has also been 
estimated that at any given moment there are over 2,000,000 
persons, or about 2% of the entire population of the country too 
ill to carry on their usual work. Of these there are about 
600,000 constantly in hospitals. Under conditions of epidemic, 
such as the influenza in 1918, the percentage of persons ill at 
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one time rose to 5% or 6% of the total population. It was 
estimated that more than 30,000,000 persons were sick during 
that year. 

In addition to the number who are at any time actually dis- 
abled by illness there are even greater numbers who are work- 
ing at much reduced efficiency and who are suffering from poor 
health due to colds, headaches, constipation and other digestive 
disturbances, diabetes, malaria, tuberculosis in its incipient 
stages, rheumatism, nervous disorders, and so on. For example, 
one estimate places the number of American adults suffering 
from digestive disorders at more than 40%. Probably most, if 
not all, of such cases could be helped by proper medical atten- 
tion. 

The examinations of young men in the World War draft of 
1917-1918 brought out more clearly than ever before the great 
number of persons in ordinary walks of life whose physical con- 
dition needed medical attention. It was found that 47% of the 
total number called out in the selective draft showed important 
defects and that 21% had to be rejected as unfit for army 
service of any kind. Similar studies, although on much smaller 
scales, indicate that from 38% to 60% of adults in civil life 
suffer from serious impairments and require treatment by skilled 
physicians. 

Physical examinations of school children have likewise con- 
tributed to the common knowledge of the general country-wide 
need for health service. Such tests generally show that of all 
children of school age, more than one-half have decayed teeth, 
more than one-third have enlarged tonsils, nearly one-sixth 
have defective vision, one-tenth have adenoids, nearly one-fifth 
have defective hearing, and so on down a long list. 

Studies of illness among industrial workers show that the 
average amount of time lost per worker ranges from 6 to 8 
days per year. If the 45,000,000 persons gainfully employed in 
this country lose but an average of 6 days each per year, then 
the total labor loss amounts to not less than 270,000,000 days 


Google 


HEALTH MAINTENANCE 421 


which at the low wage rate of $4 per day amounts to the stag- 
' gering loss in wages of $1,080,000,000 per year. This does 
not take into account illness among housewives, children and 
others not gainfully employed. The total number of days of ill- 
ness of people in this country must be considerably in excess 
of 500,000,000 per year. Nor does this computation even at- 
tempt to estimate the human misery and pain that this great 
number of days of illness must entail. The total loss due to 
illness is incalculable. 


Expenses for Health Maintenance—Medical science has 
made great progress during the past generation in the reduc- 
tion and elimination of certain human diseases. The death rate 
in most communities has been greatly cut down, particularly 
among infants and children. This fact together with the de- 
clining birth rate, which makes fewer cases for doctors’ atten- 
tion, would make it appear that the need for physicians, hos- 
pitals, medicine and other aids to health maintenance might be 
declining, but such is not the case. 

In the United States there are now more doctors and other 
persons engaged in the business of healing disease than ever be- 
fore. In proportion to population there are more doctors in the 
United States than in any other country in the world. There 
has likewise been a rapid growth in hospital facilities, and while 
there is most certainly not such a high per capita consumption 
of patent medicines as there was a generation ago, the total con- 
sumption of all kinds of drugs and remedies was never higher. 

The explanation for this high consumer demand for medical 
service lies partly in the fact that the present higher incomes 
of the people make possible the purchase of services which 
formerly could not be secured because of lack of means. The 
general rise in the standard of living has meant an increased 
patronage of physicians and other safeguards to health. Pre- 
sumably further additions to the average incomes of the people 
would result in even higher contributions to health maintenance. 
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Another important cause of the increase in expenditures for 
health maintenance may be found in the fact that the general 
public has become more conscious of its needs than ever before. 
Modern health education has taught the public that many ill- 
nesses, as well as the deaths resulting therefrom, are entirely 
preventable. 

It is becoming increasingly clear that the need for health 
maintenance work is not exhausted in present activities and ex- 
penditures. Much remains to be done on every hand. Praise 
is due for the progress made, but there is room for justified 
criticism of the failure to meet present health requirements 
properly. The reason for this failure is, in part, economic. 
The present cost of health maintenance is probably not far from 
49% of the total national income estimated at $90 billions, or 
a sum of $3.6 billions per year. This sum goes to the million 
or more people, doctors, dentists, nurses, hospital attendants, 
public health officials, pharmacists and others, and for medi- 
cines, hospital charges, eye glasses, dental work, and so on. 
To this should be added the cost of loss of wages due to illness 
which, as already indicated, may be estimated for industrial 
classes alone, at not less than a billion dollars. Thus, the stag- 
gering cost of illness, its cure and health maintenance in this 
country is not far from $5 billions per year. 

Illness falls upon all classes of people, but the lowest income 
groups get more than their share in relation to the total amount 
of illness, in relation to their numbers and especially in relation 
to their economic ability to meet the costs. According to studies 
made by the U. S. Public Health Service there is a close in- 
verse correlation between the economic status of families and 
the amount of illness suffered.1| Among 4,000 cotton mill 
workers’ families studied in South Carolina it was found that 
the rate of illness among the poorest classes was more than 
double that of the families having the highest incomes. A 
similar study made in Hagerstown, Md., showed similar con- 


3 Public Health Reports, June 13, 1924, pp. 1422-26. 
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ditions. All available information points to the conclusion that 
the lower the family income, the higher the rate of illness. Thus 
the families most needing professional medical assistance are 
the ones who can least afford it. 

Because of lack of means a large part of illness goes entirely 
unattended or inadequately or improperly attended by medical 
skill. At least one-third of all childbirths are cared for by 
midwives, generally without professional training, instead of 
by physicians. The general physical examinations, such as con- 
ducted by the government in 1917-1918, all indicate a large 
number of people who are not ill but who are suffering from 
defects and ailments that reduce working and living efficiency. 
Even a large part of serious illnesses, particularly among people 
in the lower income levels, receive little or no attention. 


Health Maintenance Expenses by Standards of Living.— 
Farm families according to the ““Farmers’ Standard of Living” 
averaged an expense of $61.60 per year, or 3.8% of total ex- 
pense. There was a considerable variation, however, for 
various parts of the country. Of the 2,886 farmers’ budgets 
studied, the lowest expense for illness and maintenance of health 
was found in New Hampshire (2.7% ) and the highest in Iowa 
(5.1%). The lowest sectional rate was found in the Southern 
states (3.1%) and the highest in the North Central states 
(4.5%). Nearly 90% of all farm families studied reported 
some illness in the preceding year. 

Among industrial families nearly all reported some ex- 
penditures for sickness and disability. The average annual 
expenditures were $61.18 ranging from $34 for families with 
incomes under $900 to nearly $96 for families with incomes 
over $2,500. The dollar amount expended for health main- 
tenance showed regular increases for every increase in income, 
but the percentages of total expenses declined from 4.25% to 
3.52% with an average over all of about 4%. 

Of the average total expenditures for health maintenance 
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paid out by the industrial families from 40% to 50% went to 
physicians, 1% to 20% to dentists, 12% to 16% for medi- 
cines, 6% to 7% for hospitals, and from 3% to 5% for nurses. 
Considerable variation in expenditures occurred in the different 
geographical regions. The lowest expense was found in the 
North Atlantic section ($52.32), the second in the North Cen- 
tral section ($53.37), and the highest in the Western section 
($73.60). The Southern sections both averaged about the 
same ($71 and $70). 

Clerical workers’ families, according to Dublin, average 
about $80 per year.? This is not far from 4% of the average 
income of the families of this group. 

Professional families, according to Dr. Peixotto, expend an 
average of 4% of their total yearly outlay, or about $200 per 
year, on health maintenance. In this group, as in the industrial 
families and other lower income groups, the amount expended 
varies with the income. The higher the income the higher the 
expenditures for this item, but, unlike the even trend found 
among industrial families, the higher the income among the 
professional families the higher the percentage expended for 
health maintenance. As the income increases the percentage 
expended for health maintenance rises from 2% among those 
with the lowest incomes to an average of 5% for those with 
incomes of $10,000 a year and more. Considerable variation 
occurred in amounts expended among Dr. Peixotto’s families. 
In isolated instances families expended less than 1% and in 
other cases more than 20% of the total family expenditures. 
An eighth of the 96 families included in this study spent more 
than $500 per family per year. The employment of specialists 
appeared as an important factor in health maintenance among 
families of the income groups in which the professional families 
fall. 

In a study made of the cost of medical services for govern- 
ment employees it was found by the U. S. Bureau of Labor 


8L. I, Dublin, Health and Wealth, p. 22. 
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Statistics that the average annual expenditures per employee 
amounted to $122.72 or 6.2 % of the average annual salary of 
$1,992.63. For government employees receiving $3,000 or 
over per year the average annual expenditures for medical 
services amounted to approximately $350 per year. 

From the foregoing statistics it appears that the average 
expenditures for health maintenance are not far from 4% of 
the American family budget, but that as one passes from occu- 
pations with lower incomes to occupations with higher incomes 
the amount expended for medical service of all kinds tends to 
increase not only absolutely but also relatively as well. Given 
more income, it looks as if the average American family will 
not only spend more dollars on health maintenance but that 
the proportion of total expenses expended will also rise. 


Difficulties of Meeting Costs of Health Maintenance— 
Probably 4% of the average budget is about all that families 
in the lower income groups can spend for medical service with- 
out upsetting customary and necessary expenditures for other 
items making up the standard of living. This percentage, ex- 
pressed in dollars, does not go very far under present conditions 
in the treatment of disease. As it stands, only the very well- 
to-do can afford to pay the cost of full, modern medical health 
service. There is a measure of relief for the very poorest 
classes in the large cities where clinics and dispensaries are 
supported in full or in part by charity or by the public. The 
custom of the medical profession of treating illness among the 
poor with little hope of collecting regular fees is another im- 
portant factor. It is easy, however, to overestimate the extent 
of such services to poor people. Nothing short of the most 
abject need in financial condition, on the one hand, and in 
seriousness of illness, on the other, secures any attention in 
most free clinics and the number of physicians who refuse to 
give their services to patients from whom payment cannot be 
collected is not small and seems to be increasing. 
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The great masses of middle class families with incomes 
from $2,000 up to $10,000 per year are probably the hardest 
hit in their needs for medical service. With standards of living 
that crowd their incomes at every step, educated to a full knowl- 
edge and appreciation of the value and need for medical skill 
when sickness comes, facing the necessity of paying the high 
full charges of current medical practice, they bear the highest 
proportional costs for health maintenance. If medical skill is 
worth what it costs to the rich who pay a hundred times as much 
per year for it as do the families of low or moderate incomes, 
then the rich stand a better chance of life and health than do 
the people of moderate financial circumstances. It is an un- 
pleasant reflection that without the proper medical care, avail- 
able only to those with ample wealth or income, the result must 
be disease, suffering and death among the families of the 
people less fortunate. This thought has stimulated a great deal 
of inquiry both within the medical profession and among the 
laymen as to possible solutions. 

“The delivery of adequate, scientific medical service to all 
the people, rich and poor, at a cost which can be reasonably met 
by them in their respective stations in life,” according to Olin 
West, Secretary of the American Medical Association, is one 
of the great outstanding questions before the medical profes- 
sion. It is, indeed, even more of a great question before the 
masses of consumers. 

In 1928 a special “Committee on the Cost of Medical Care” 
was created to make a five-year study of this problem.* The 
character and high standing of the members of this committee, 
made up of doctors and of scientists, guarantees sound approach 
and thorough study of the problem. 

The present conditions of medical practice among all but 
the wealthy classes are growing more and more unsatisfactory 
to all concerned. The technique of scientific diagnosis of ail- 


on Lae Five-Year Program of the Committee on the Cost of Medical Care,” Wash- 
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ments is growing more complicated, specialization in practice 
is increasing, and costs of rendering proper medical service are 
growing heavier. In the meantime, the public is being educated 
by schools and public press to look to and expect more of the 
medical profession. As a consequence, the situation is moving 
toward a crisis. The problems that have arisen concern both 
the medical profession and the consuming public. The medical 
profession’s prestige and, indeed, its future modes of operation 
are concerned. The consumer must be interested, for it is the 
health, well-being and life not only of husbands but also of 
wives and children that are at stake. 


Criticisms of Practice of Medicine Among Families with 
Low and Moderate Incomes 


A frank enumeration and statement of the nature of the 
criticisms most frequently made against present medical prac- 
tice, particularly as it affects people with low- and moderate- 
sized incomes, is the first step to sound thinking. In making this 
statement there is no intention to criticize the medical profession 
as such. Physicians are probably more cognizant of the diffi- 
culties than any other class, but they, themselves, are under the 
domination of unsatisfactory conditions over which they have 
little or no control, as are the members of the consuming public 
whom they serve. 

1. Diagnoses are frequently careless and superficial. Physi- 
cians who serve families in the lower income groups are fre- 
quently overworked and too tired and fagged out to be alert 
in examination of patients. In some cases physicians have been 
accused of indolence or at least lack of desire to make thorough 
studies of their cases. 

2. At best the percentage of errors in medical diagnoses is 
appalling. Even under modern hospital conditions and in cases 
of illnesses sufficiently serious to cause death, physicians’ diag- 
noses are wrong almost as often as they are right. In a com- 
parison of autopsies with anti-mortem diagnoses in 3,000 cases 
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at a leading American hospital, it was found that diagnoses were 
correct in only 53.5% of the cases.* 

3. Many physicians still follow a medieval procedure of 
telling their patients nothing except in vague, general terms. 
As a result, patients gain no knowledge of how to get well and 
keep well, and how to avoid recurrences of the same difficulty. 
Many physicians either consciously or unconsciously tend to 
maintain the mystical manner characteristic of medicine men 
or shamans of primitive races. Sincere questioning is not in- 
vited and occasional inquiries are discouraged by replies such 
as, “You wouldn’t understand” or “You don’t know anything 
about medicine.” The slightest suggestion of criticism by lay- 
men is often considered as impudence. 

4. A number of physicians, a minority to be sure, do not 
keep up with the progress of their professions. They do not 
attend the institutes and conventions at which new ideas are 
presented and discussed. They do not buy books nor do they 
subscribe to professional periodicals, or, if they do, they leave 
them untouched and unread in their mail covers on dusty shelves 
in their offices. For some the excuse is that they do not have 
time, for others that they cannot afford to keep up with the 
profession. Inertia, which holds people back in other fields, is 
also probably a factor. 

5. There are some members of the medical profession who 
acquire the reputation among their co-workers and even among 
the laity for strong predilections, if not obsessions, for using 
certain treatments for practically all cases. There are said to 
be physicians who always prescribe iodides and others whose 
minds always run to operations. Is this something the medical 
profession will continue to tolerate? 

6. Inferior, bungling treatment is admittedly too frequent in 
all ranges of medical practice and probably more frequent 
among people of lower income levels than among the well-to-do. 


«Richard C. Cabot, M. D., “Diagnostic Pitfalls Identified During a Study of Three 
Thousand Autopsies,” Journal of the American Medical Association, pp. 2295-2298. 
December 28, 1912. 
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In addition to the cases of ineptitude, there is a challenging 
and fearful list of human diseases and disorders ranging from 
common colds to cancer before which medical science still stands 
helpless. 

7. Despite the high character of the work done very gen- 
erally by the medical profession, the economic incentives which 
are so powerful with all other classes of people, operate in favor 
of illness rather than in favor of health. Doctors are generally 
paid for treating sickness—not for keeping people well. If 
people did not become sick, if disease were prevented even to 
the extent that it is at present known to be preventable, a large 
proportion of the present number of physicians would probably 
either have to change their occupations or starve. The truth is 
that the medical profession thrives on the fear of death and 
reaps its economic harvests in times of epidemic and pestilence. 
All classes of people, both rich and poor, should be interested 
in correcting this unsound foundation if this can be done. It is 
too much to expect that the rank and file of the medical profes- 
sion will devote its best energies to the prevention of disease and 
the promotion of good health as long as practically all of the 
remuneration comes from treating sickness. 

8. The system of fees for medical services commonly em- 
ployed in remunerating physicians turns a large part of the best 
medical talent to the services of the wealthy and well-to-do. 
Ambitious young men in the profession are not to be blamed for 
trying to land a practice among rich people well able to pay fat 
fees. Nor can this sifting of ability be charged entirely to the 
self-seeking of the practitioner. Those best able to pay large 
doctors’ bills seek out those physicians who are most successful 
in their practice and draw them away to their use. In the long 
run, the wealthier classes secure the better medical talent and 
medical ability while the poorer classes get, to a considerable 
extent, the services of those physicians not wanted by those who 
pay the large fees. 


Google 


430 ECONOMIC PRINCIPLES OF CONSUMPTION 


g. The determination of the amount of the fees according 
to the ability of the patient to pay is a counterpart of systems 
of charges and prices “based on what the traffic will bear” found 
in other businesses. But “charging what the traffic will bear”’ 
without regulation is very much under suspicion in such indus- 
tries as the railroads and public utilities in which there is a deep 
public interest. It may be very seriously questioned whether 
this system of charges has not outlived its usefulness in the 
medical field and that the time has come for a more logical 
set-up of prices. Perhaps doctors’ rates should be graded 
according to their overhead expenses and the extra but non- 
essential services desired by and rendered to some patients. 
The burden of caring for the indigent sick should certainly not 
fall upon the physician who gives his time and skill, nor should 
those who are somewhat better fixed financially be required to 
make good the physician’s losses in treating the poor. Taxing 
the wealthy sick for the care of the poor sick may be good tradi- 
tion but it is very poor social economics. If this tax collected 
by doctors to be used in defraying the expense for payment of 
the treatment of the very poor were levied on all of the wealthy 
people in proportion to their wealth, or if this tax were levied 
on all well people there would be some logic or justice in the 
system. As it works out those who can ordinarily afford to 
pay high doctor bills are taxed at the times of greatest physical, 
mental and financial distress, that is, at times of sickness and 
disability. Under these disadvantages the consumer is charged 
what the physician feels that he must have, not only for the 
immediate case but also to cover the expense of treating those 
less financially fortunate as well. It was once held in this 
country that taxation without representation was contrary to 
good political administration. There is certainly ground for the 
belief that a taxation system such as has just been described, 
managed and operated by the medical profession, is not all that 
it should be. 
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Methods Employed to Improve Medical Service to Con- 
sumers.—The inadequacy of treatment of ill persons, par- 
ticularly of those with low or moderate incomes and the great 
opportunity for health work and disease prevention, both public 
and private, have quite naturally drawn the attentions of many 
competent people and have resulted in several efforts to improve 
this situation. Most of these movements are well-meaning and 
wisely conceived ; others are at variance with recognized medical 
and social science. 


Healing Cults—Inadequate and unsatisfactory service 
from the regular medical profession is undoubtedly one of the 
principal reasons for the marked development of all sorts of 
medical, physical culture and healing cults. The prosperity of 
the quack, the wide extent of self-medication and the almost 
fanatic zeal of those who oppose the work of physicians may 
in some cases, at least, be traced to personal experiences and ob- 
servations of unsatisfactory relations with regular physicians. 
We shall always have cults with us, but it is doubtful that they 
could maintain their present strength if medical service approxi- 
mated its possible usefulness to the people. The success of the 
cult and of the quack are, in part, directly chargeable to the 
failures of the medical profession to meet its responsibilities. 


Free Clinics for the Poor.—Among the efforts made to im- 
prove medical service has come the establishment of free clinics 
for those unable to pay for regular medical service. Free 
clinics are now found in most, if not all, of the larger cities of 
the country. Their services are rendered to great numbers of 


the very poor people. 


Low Charge Clinics for the Lower Income Groups.—Free 
clinics, however, have not generally reached the small towns 
nor the country districts and the conditions under which services 
are rendered free are such as to make them unavailable for any 
but the very poorest classes of people. The free clinics are 
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usually organized in connection with hospitals and the hospitals 
are generally in the larger cities. Country health work, visiting 
nurses and other arrangements have been made in a limited way 
for country people, but health service for villages and country 
districts is still woefully inadequate. 

To meet the needs of people of medium standards of living 
and with moderate incomes there have recently been established 
a few clinics at which low charges are made. These charges 
are computed to cover merely the costs of operation in whole or 
in part and are so low as to permit patronage of people with 
very moderate incomes. The Cornell Clinic in New York City 
is an illustration of a successful pay clinic of this type. It has 
been in existence since 1921. 

In addition to the Cornell Clinic there have also been several 
other pay clinics established for patients who can afford to pay 
something for medical treatment in connection with hospitals 
such as the Lakeside Hospital in Cleveland, the Michael Reese 
Hospital in Chicago, the Harper Hospital in Detroit and the 
Boston Dispensary. The object of all of these institutions is to 
supply medical treatment for patients who do not need hospital 
service but who can come to the clinics for advice and treatment 
and who can afford to pay something for this service, but who 
are not financially able to pay the usual charges made by physi- 
cians in private practice. 

It is the common practice of both free and pay clinics to 
secure information from the applicant for treatment as to 
amount of income received, the size of family and other finan- 
cial responsibilities. Account is taken of all sources of income 
of the household including not only earnings of all of its mem- 
bers but also income from roomers, boarders, disability insur- 
ance, lodge help, and so on. The information so obtained is 
further checked by questions as to automobile ownership, rent 
paid, debts, and so on. 

Patients are considered eligible to pay clinics when their 
income falls within certain minimum amounts. In the Harper 
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Hospital in Detroit patients coming from households having 
incomes of more than $81 per month for a man and wife and 
more than $129 per month for a family of five are required to 
make some payment for clinic services. The Michael Reese 
Hospital in Chicago fixes similar but somewhat more liberal 
minimums than does the Harper Hospital. If there is an in- 
come of not less than $87.70 per month for man and wife; 
$97.88 if there is a child aged 3 ; $115.87 if there are a girl aged 
5 and a boy aged 3; and $142.23 if there are a girl aged 12, 
another aged 5 and a boy aged 3, then the applicant must pay 
the clinic for its services. 

The Cornell Clinic in New York has adopted the most gen- 
erous schedule of any pay clinic so far as is known. Patients 
in general are considered eligible for treatment as follows: if 
single individuals incomes may range from $1,100 to $1,800; 
families of two members with incomes of from $1,600 to 
$2,200; families of three members with incomes of from 
$1,850 to $2,500; families of four members with incomes of 
from $2,050 to $2,700, and for families of five members with 
incomes of from $2,300 to $3,000." It is likely that this type 
of pay clinic service will continue to grow, particularly in the 
larger cities. 


Industrial Health Maintenance Service.—Many industrial 
and commercial organizations have met the problem of health 
maintenance for their employees in more or less comprehensive 
fashion. Under the activities of welfare work, so called, pro- 
visions are quite general among the larger organizations for 
first-aid relief in case of accidents. Rest rooms for women are 
also common. A smaller number of large corporations provide 
medical service for their employees and their families through 
the employment of company physicians and visiting nurses. 
Some of the largest organizations maintain company hospitals. 
Among the miscellaneous forms of medical service rendered to 


5U, S. Monthly Labor Review, December, 1928, pp. 101-103. 
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employees by the larger corporations, one finds occasional pro- 
vision for dental work, eye examination and glasses, vaccina- 
tion, and so on. Such services are usually provided without 
charge or at minimum rates to the employees. 


Institutional Health Service—Some of the larger schoois 
and universities follow the same practice for their students as 
do the industrial organizations, referred to above. First-aid 
treatment, care of illness, hospitalization and even surgery are 
handled by some schools as a part of the regular routine health 
service, usually at a low charge of from $12 to $20 a year. 


Health Insurance.—Another form of group activity which 
provides medical service but favors private practicing physicians 
rather than salaried employees of institutions, is the promotion 
of health insurance. Accident insurance has been widely sold 
to the public for some time. More recently sickness insurance 
has been added to the list of types of insurance offered. Where 
accident or sickness insurance is carried the means for the em- 
ployment of adequate medical service are provided by the in- 
surance. This form of provision for health maintenance has 
been found generally satisfactory by all concerned as far as 
it goes. Health insurance, as a rule, provides aid only in case 
of complete disability. The obvious objection is that medical 
service is more often needed when there is no complete disability 
or before complete disability occurs. Moreover, this type of 
insurance places the burden of seeking such help upon the 
patient. 


Disease Prevention.—The second line of effort at health 
maintenance is by the prevention of disease. As is well known, 
the Army and Navy require all who enter their respective serv- 
ices to take complete and thorough physical examinations. The 
insurance companies likewise usually require physical examina- 
tions as a means of determining the fitness of applicants for 
insurance. A more recent development is the requirement of 
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physical examination for students entering schools and often 
for applicants for positions in some industrial and commercial 
concerns. 

The physical examination in most of the instances men- 
tioned above serves the purpose of eliminating those who are 
physically unfit from service or from insurance. This helps the 
school, the employer, and the insurance company, but is hard on 
the applicant who is turned down on account of examination 
deficiencies. There is a beneficial effect for the individual, 
however, in the practice of physical examinations in that they 
call attention to physical weakness or defects which might not 
otherwise be known or which may not be given the serious con- 
sideration that they deserve. The importance of the physical 
examination in the determination of physical condition and as 
a preliminary to the prevention of disease and disability cannot 
be overestimated. A number of institutions bearing the ap- 
proval of the medical profession have come into the field of 
conducting physical examinations. Of these, the Life Exten- 
sion Institute of New York is the oldest in the field. Through 
advertising and other forms of propaganda the public has 
learned much about care of health from these organizations and, 
incidentally, has been taught the value of periodical examina- 
tions. 

How the results of these periodical physical examinations 
are to be utilized is a matter of difference of opinion. Or- 
ganizations, such as the Life Extension Institute, advocate 
treatment of weaknesses found by private practicing physicians. 
If something is found wrong the reports specifically urge the 
examinee to “see his family physician.” This may in a sense 
be considered as propaganda for private medical practice, for 
probably not one person in ten examined has any relationship 
with any physician that may make it possible to speak of a 
“family physician.’ Industrial and commercial organizations 
and schools, as well as the Army and Navy, follow up their 
systems of periodical physical examination by more specific 
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recommendations and by actual treatments. Practice varies 
among organizations as to charges for such treatment. In 
some instances such charges are met by the employees, in others 
they are rendered to the employees without charge and are 
treated as a general expense to the business. 


Public Health Work.—In conclusion, the greatest propor- 
tion of time and energy of the medical profession, generally 
speaking, is now given to the treatment of sickness and dis- 
ability rather than to its prevention. Much progress has been 
made, however, in the prevention of disease for which the medi- 
cal profession is entitled to the greatest possible credit. Finan- 
cial rewards, however, are almost entirely for the treatment of 
sickness, and disease prevention is largely an unremunerated 
professional labor. It is difficult to imagine what a difference 
it might make on the health and happiness of the people if the 
energies of the medical profession could be concentrated on 
disease prevention to the same extent as it is now concentrated 
on the treatment of disease. Public health work naturally aims 
primarily at disease prevention, but the proportion of the total 
cost for health maintenance paid out for public health work is 
probably less than 10% of the total expense for health main- 
tenance. One can only guess as to the revolutionary effect of 
change of methods from treatment of disease to prevention of 
disease. Probably disease rates could be cut in half almost im- 
mediately. Even greater results than these might be hoped for 
if the splendid talents of high scientific ability found in the 
medical profession could be definitely directed toward the pre- 
vention rather than the care of disease. 
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CHAPTER XVIII 
LEISURE AND ITS USES 


That surplus of time remaining after practical necessities 
have been attended to may be termed leisure. For most people 
it represents the opportunity to do what they want to do rather 
than what they must do. It is the time free from obligations 
to employers or others to whom there may be responsibility. It 
is “free time,” the person’s “own time” or “unoccupied time.” 
The term leisure is sometimes used as if it were synonymous 
with recreation. However, recreation suggests rebuilding or 
renewing. This restricts the meaning of leisure too much. 
Much of leisure time is not devoted to rebuilding or renewing. 
Recreation is but one of several classes and expresses but one 
purpose of leisure activities. 


Nature of Leisure Activities —The main object of most 
people during their leisure time is pursuit of personal pleasure 
or happiness. Securing such pleasure or happiness generally 
involves the stimulation and satisfaction of human hungers 
ordinarily not exercised in the common activities carried on in 
securing the satisfaction of the practical necessities. During 
leisure time opportunities are sought for self-expression and for 
activity uncontrolled by external forces. Psychologically, 
leisure activities seem to follow the lines of the most powerful 
instincts or human tendencies such as the desires for activity 
and struggle, for play, for fresh stimulation, for self-exertion, 
for mastery and success, for love and mating, and so on. 

An interesting bit of evidence as to the nature of the desires 
of people as expressed in their leisure activities has recently 
appeared in an analysis of what people read in “The First 
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Hundred Million,” by E. Haldeman-Julius. As suggested by 
the title, this really is a report on the classes of literature wanted 
in purchasing over a hundred million books, reprints of famous 
and standard literature numbering 1,260 titles in a great variety 
of subjects, at a price of 5 cents per copy. The low price placed 
these booklets within the reach of all economic classes. The 
author points out that these little blue books were bought for 
one reason only, that reason being that the buyers wished to 
read them. The analysis of the sales may properly be con- 
sidered a fair index of the desires of American readers in 
general both as to reading matter and as to leisure time interests. 

As might have been expected, very wide variations in taste 
_ appeared in the selections made by the public from the extensive 
list of subjects offered. It was possible, however, to classify 
the selections under a few significant headings. These interests, 
in the order of their importance based on the numbers of books 
purchased, were as follows: 


I. Sex, 

2. Self-improvement. 

3. Fun and laughter. 

4. Criticism and attacks on established institutions, particu- 
larly the church. 


The relationship of these four classes of interests expressed 
in the choices of literature to fundamental human hungers and 
tendencies is quite clear. The interest in love and sex is ele- 
mental. The desire for self-improvement leading to social rec- 
ognition and appreciation expressed in the choices of reading 
matter, is a perfect illustration of the fundamental desire for 
self-assertion. The fun and laughter motive is an outgrowth of 
the play instinct. The rebellious tendencies against tradition 
and conventionality that are characteristic of our time find 
expression in the selection of books on scepticism, rationalism 
and free thought. 
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Classes of Leisure Activities—The variety of leisure 
activities followed by people at various times and places is 
apparently almost unlimited. Almost any activity under certain 
conditions may be a pleasurable leisure activity. It is also pos- 
sible to say that what may be a pleasant leisure activity for some 
may also be serious labor or at least unpleasant diversion for 


others. 


There are not only wide individual variations but also 


wide variations from group to group and nation to nation. 
As we shall find, there is marked variation in type of leisure 
activities corresponding to the various standards of living. It is 
a matter of convenience to classify leisure activities as follows : 
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. Outdoor play, sports, games, athletics 
. Indoor games and athletics 

. Hunting and fishing 

. Motoring 


Travel 


. Movies, shows, concerts and opera 

. Music, phonographs and radio 

. Dancing 

. Reading 

. Adult education and study 

. Drinking and smoking 

. Gambling 

. Collections, hobbies and pets 

. Miscellaneous leisure activities including: 


(a) Creative efforts in the arts 

(b) Sociability, visiting, conversation, entertaining 
(c) Flirting, love-making 

(d) Correspondence, writing 

(e) Religious activities 

(f) Resting 


In all of the foregoing there are possibly various degrees of 
participation from active interest and control to passive sight- 
seeing, spectator sports, and so on. 
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Conditions of Enjoyment of Leisure——The conditions of 
enjoyment of leisure vary with time and place as well as with 
groups and individuals. What is one person’s enjoyment in 
leisure as well as in all other things is another’s displeasure. 
There are certain conditions, however, which quite commonly, 
if not universally, are conducive to the success of leisure activi- 
ties. These conditions may be enumerated. 

1. Health and surplus energy are a fundamental necessity 
to the enjoyment of leisure. People who are under fed and over- 
worked, who, of all persons, most need the recreative advantages 
of leisure, are perhaps least able to enjoy them. An exuberance 
of good health is a condition of enjoyment, not only of leisure 
time, but of all other times and of work as well. This is con- 
sidered so important, not only in relation to the enjoyment of 
leisure but also in relation to all consumption and the standard 
of living as to merit a separate treatment in a separate chapter 
in this book. 

2. Changes in character of activity are essential to the enjoy- 
ment of leisure. Attention has already been called to the fact 
that activities quite naturally taken up during leisure times gen- 
erally stimulate and satisfy instincts or human hungers that 
do not find adequate exercise in the activities connected with the 
practical and necessary sides of living. The routine worker con- 
fined to machine or desk, performing standardized operations, 
directed by unrelenting supervision, seeks an outlet for surplus 
energies in leisure activities, in freedom from control, in oppor- 
tunity for creative effort, for self-expression and in exertion for 
the mastery and perhaps even of tyranny over others, compen- 
sating for the grind and humiliation of the regular work. 

3. The enjoyment of leisure activities is also effectively con- 
ditioned by social or religious views. A liberal attitude toward 
play and recreation removes the inhibitions from free enjoy- 
ment of the possible pleasures of leisure. 

4. What is customary or conventional in the use of leisure 
affects the freedom of enjoyment of leisure. 
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5. Education and social background, as well as individual 
habits, are likewise highly important factors both in determin- 
ing the kind and degree of pleasure or satisfaction secured from 
participation in leisure activities. 

6. We shall also find that leisure activities are highly subject 
to fashion and fashion changes. The leisure activities in which 
the large masses of people participate, change from year to year. 
These changes follow each other in regular succession, much as 
do the changes in styles in millinery. Those activities which are 
in fashion are always more enjoyable and more satisfactory than 
those that are not. 

7. Freedom from worry is another important condition of 
the full enjoyment of leisure. There are many causes of worry, 
some actual and some imaginary. Economic considerations, 
quite naturally, offer no panacea for human worries, particularly 
those that have imaginary or psychological bases, but among 
the many causes of worry none are more common nor more 
deep-set than the fears of unemployment and of dependency in 
old age, both of which are economic in character and cause. 
Unemployment, particularly of able-bodied adults willing to 
work, is a fact of present-day life that constitutes the greatest 
blot on our civilization. That production technique should have 
risen to a level so high as to make it possible for all to have at 
least the bare necessities of life, and that these should be denied 
through lack of economic opportunity such as unemployment, 
is a shameful commentary on our whole economic system from 
which present-day industrialists, merchants, bankers and econ- 
omists can scarcely excuse themselves. Fear of old age de- 
pendency, the gruesome twin of the fear of unemployment, is 
equally inexcusable. With all the industrial progress made since 
the latter part of the eighteenth century, the current existence of 
poverty among those able to work and the danger of neglect of 
the aged are evils for which our present system of industrialism 
and distribution of wealth is responsible. 

8. Probably the most important condition of the enjoyment 


Google 


442 ECONOMIC PRINCIPLES OF CONSUMPTION 


of leisure is the possession of money wherewith the means of 
enjoyment, as they are understood, may be obtained. The out- 
lay of money in the pursuit of leisure activities is in rapidly in- 
creasing proportion to the income received and standards of 
living enjoyed. In no other branch of human expenditure are 
the increases so regular and so certain as for leisure as income 
rises. 


Increasing Leisure Through Improvements in Industry. 
—Beginners of the movements leading up to the industrial 
revolution could not possibly have foreseen the important growth 
of leisure resulting from these great changes in methods of pro- 
duction. The personal motives of those who invented the ma- 
chines, built the factories and substituted water, steam and 
electric power for man labor were, undoubtedly, always to 
secure greater production at lower costs and thereby to make 
more profit; but these technologic advances that have generally 
resulted in reducing the amount of labor required per unit of 
product were accompanied by other economic and social changes, 
or the laborers thrown out of work by machine power would 
have starved. 

As an indication of the progress of the application of power 
in relation to the number of workers according to the Census of 
Manufacturers, the total power employed in 1899 averaged 2 
horsepower per worker. By 1914 it had reached 3.2 and by 
1919 it had reached 3.3 horsepower per worker. In 1923 it had 
reached 3.8 and in 1925 the total power then employed averaged 
4.5 horsepower per worker. 

The progressive increase in the use of power was even more 
rapid during the latter half of this period than it was in the 
earlier part. Technologic progress was marvelously rapid 
during the period from 1919 to 1925. During this period in 
the manufacturing industry total horsepower increased 22.1%, 
while total number of persons engaged in the industry declined 
7.6% and the value of products increased 1.6%. Actual physi- 
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cal factory production fom 1920 down to 1927 increased 22%. 
Railway production measured by ton miles increased 4%, and 
mining production increased 20% in the same period. 

The price changes taking place between 1919 and 1925 were 
so radical as to make the comparison of the values of products 
of 1919 with 1925 almost useless. A better and fairer compari- 
son may be made in the value of production of 1923 with 1925, 
for in this period price changes were negligible. In this two- 
year period horsepower increased 8.2% ; the total number of 
persons engaged in industry declined 4%; but the value of 
manufactured products increased 4.1%. 

Increases in production have not been accompanied by in- 
creases in marketing opportunity and consumption, so that the 
increased productiveness per person employed in the manufac- 
turing industry has actually resulted in a decline in the number 
of persons employed. In comparing the Census of Manufac- 
tures for 1925 with 1919, it will be found that the total number 
of persons employed in factory production declined 800,000, and 
it has been estimated that this decline has continued since 1925, 
so that in the period from 1925 to 1928 there was another de- 
cline of not less than 200,000 factory employees. 

The increases in productiveness in relation to man power 
were not confined to the manufacturing industries alone. There 
has been, since 1919, a progressive decline in the number of 
persons engaged in mining and lumbering. The output per man 
has greatly increased in the production of petroleum in the 
period from 1920 to 1928. It has been estimated that the total 
number of persons employed on railroads has declined not less 
than 300,000. 

Attention has been called elsewhere to the progressive de- 
cline in population in farming that began as early as 1910 but 
has been more active since 1920 than in any preceding period. 
According to the U. S. Department of Agriculture, farm popula- 
tion declined 2,500,000 persons between 1920 and 1925 and it 
has been estimated that between 1925 and 1928 there was an- 
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other decline of not less than 1,300,000. These figures, of 
course, do not represent workers but include all persons. Apply- 
ing the general census ratio of workers to total population, it 
may be assumed that the total decline in farm workers between 
1920 and 1928 was not less than 1,200,000. The total decline 
in number of persons employed in farming, manufacturing, 
mining, lumbering and railroading, between 1920 and 1928, 
appears to have been more than 2,300,000 employees. Figures 
are not definitely available for other industries and will not 
become available until the U. S. Census of Occupations of 1930 
is reported. The high significance of these declines for which 
we have estimates becomes clearer when set off in relation to the 
fact that during this same period total population increased not 
less than 13,600,000, adding probably 5,000,000 workers to the 
total population. 

Against the declines in number of workers and employees in 
certain industries there have quite naturally been increases in 
number of employees in other industries. For example, it has 
been estimated that in the period from 1920 to 1928 the number 
of persons engaged in the building trades have increased at least 
300,000. There have been increases in persons employed in the 
automobile industry, particularly in the sales and service divi- 
sions, amounting to 750,000 Hotel and restaurant workers 
have increased at least 500,000. There were, in 1928, probably 
200,000 more barbers and hairdressers than there were in 1920, 
due to the change in fashion of hairdressing among women. 
There were 135,000 more public school teachers, 78,000 more 
telephone workers and probably nearly 100,000 more insurance 
agents.? 

One of the most remarkable changes affecting the number 
of persons of employable ages is the increase in boys and girls 
attending secondary or high schools. In 1920 there were 3,100,- 
000 students enrolled in such schools and in 1926 there were 
5,200,000, or an increase of 67%. 


1H. S. Slichter, “Recent Employment Movements,” Survey, April, 1929. 
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Whether these increases in opportunities for labor and ad- 
ditional number of young people attending schools have fully 
compensated for the declines in working opportunities in the 
major industries of agriculture, mining, lumbering and rail- 
roading will not be known until the Census of Occupations of 
1930 is reported. It seems probable, however, that there may 
actually have been a decline in the proportions of the number 
of persons gainfully employed to the total population as com- 
pared with former Census periods. In other words, it is be- 
lieved that the labor requirements of industry have actually 
declined and that industry itself is responsible in part for the 
growth of the number of unemployed people. Had unre- 
stricted immigration continued, as in years previous to the 
World War, it seems certain that under the conditions of tech- 
nologic improvement in industry that have occurred since 
1919, there would have been a very great oversupply of labor, 
particularly of certain classes. 


Increasing Leisure through Social Legislation—The de- 
cline in importance of the labor factor in production with its 
tendencies to throw people out of work has been softened 
by various social regulations of working conditions such as 
shorter working hours, child labor laws, compulsory educa- 
tion of young people, and, looking forward to the future, the 
probable adoption of a 5-day week and provisions for the regu- 
lar retirement of aged workers on humane bases. 

The efforts to secure shorter working days began in the 
early part of the nineteenth century soon after the applica- 
tion of power on a large scale to industry. The work day 
was gradually shortened from 16 hours to 14 hours and then 
to 12 hours a day. Efforts to secure a 10-hour day were made 
as early as the late 30’s and early 40’s in the United States, al- 
though the 10-hour work day did not become general until 
well on to the close of the nineteenth century and early years 
of the present century. In a few trades an 8-hour day or 48- 
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hour week had been successfully established prior to the World 
War. During the period of the war the 8-hour day came to be 
generally recognized in principle by most nations and, while 
the 8-hour day is still far from general, it now represents the 
standard in most industries. There are still a great many 
industrial workers who are working on a 10-hour daily sched- 
ule and even some who work 12 hours a day. 

There has similarly been a long struggle for one day of 
rest in seven. With the exception of a few industries, in- 
cluding blast furnaces, certain kinds of work in steel mills and 
in paper and pulp mills, in which there were still many work- 
ers employed 7 days a week, 365 days a year, the 6-day work 
week has come to be almost universal in both America and 
in Europe. 

The proposal for a 5-day work week is largely in the pro- 
motion stage. A few classes of work including certain local 
building trades and certain kinds of public work such as teach- 
ing, have been conducted on a 5-day week basis for a con- 
siderable time. The 5-day work week has also served as the 
makeshift for full employment in times of depression or slack 
business. The agitation for a 5-day week was thrown into 
high relief in the latter part of 1926 by the announcement 
of Henry Ford of his intention to establish a 5-day work 
week for his employees. Later during the same year, the 
American Federation of Labor at a meeting in Detroit, passed 
a resolution favoring a shorter work week. The reasons urged 
for the 5-day week are quite frankly to reduce production to 
the point of market demands without reducing the number of 
persons employed and, as emphasized by Henry Ford, to give 
to workers, as consumers, more leisure in order to permit them 
to consume more and, in that way, to increase the market for 
the products of industry. 

Similarly, child labor legislation soundly based on the physi- 
cal and social welfare of children has had the support of labor 
and its organizations for economic reasons. The elimination 
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of thousands of younger children from industrial employment 
by raising the ages at which they might be legally employed 
has, undoubtedly, saved thousands of opportunities for adult 
work that might otherwise have been taken by children. 
Through the past century there has been a progressive in- 
crease in the minimum ages of employment fixed by law from 
10 up to 12 years, and more recently up to 13, 14, 15, 16 and, 
for certain occupations in certain states, 18 years. 

There has likewise been a tendency toward earlier retire- 
ment from work because of old age. A few of the larger in- 
dustrial companies have made definite provision for retirement 
of aged workers at modest pensions. It has for several years 
become progressively more difficult for working men and 
women beyond middle age to secure employment at all. 

The recent improvements in industry have generally been 
accompanied by a declining need for labor, and labor supply 
has been greatly reduced by gradually shortening working 
hours, by a shorter working week, by longer vacation periods, 
prohibition of child labor and by wholesale retirement of aged 
people from work. 

The agitation for a shorter work day and work week and 
the efforts to secure adequate and reasonable provision for old 
age retirements are being carried on continuously. There 
are students of labor problems, however, who believe that 
these efforts are somewhat antagonistic toward each other. 

The great emphasis placed on shorter working days, it is 
felt, may rob the worker of the means of securing provisions 
for retirement allowances in old age. Pensions and leisure for 
workers over 65 years of age, it is urged, may be better than 
Saturday holidays now and no purchasing power after 65. 
To this view workers usually respond with the question, “How 
do we know that we are going to have any retirement allow- 
ances when we reach 65?’ The methods of administration of 
most industrial pension systems are, as they point out, highly 
arbitrary and a great many workers may never qualify for 
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allowances under them. It is indeed doubtful if pension sys- 
tems administered by private companies can ever be made to 
cover the problems of old age support adequately for the masses 
of workers. Comprehensive cooperative effort or state systems 
may indeed be necessary to secure proper provisions. 


Women and Leisure—The technologic development of the 
nineteenth and current centuries resulted, as we have seen, in 
cutting down the working time of industrial workers. There 
have been similar declines in the working hours for the skilled 
trades, for office work and even for agricultural labor. While 
industrialization aimed at reduction of expense by the elimina- 
tion of excess labor, the adjustments following have usually 
worked out to the benefit of employees as well as to employers 
in industrial organizations. While the object of the introduc- 
tion of power and of machines was the saving of the expense 
for labor, labor has been able to profit from these changes by 
increased hourly earnings and by enjoyment of the time set 
free by the machine as leisure. 

The benefits of this technologic development have been even 
greater for women than for men. The duties of the house- 
wife, prior to the Industrial Revolution, included a multitude of 
activities. Hers was a full-size job. One by one factories 
have largely taken over the old-time productive activities of 
the home. Spinning and weaving of fabrics which were once 
done almost entirely by women in the homes is now almost 
completely a factory work. Canning and preserving have 
largely passed out of homes into factories and, in lesser but 
growing degrees, sewing, laundering and baking are passing. 
If the present trends continue it will be only a matter of a few 
years before all of these activities will have passed out of the 
homes, as spinning and weaving of fabrics have passed out 
since the days of our great-grandmothers, 

With the decline in productive activities carried on in the 
home there has also been the decline in size of families. The 


Google 


LEISURE AND ITS USES 449 


average size of family has declined steadily for decades and 
there are growing numbers of marriages that result in few 
or no children. Declining activities and declining size of fami- 
lies have also been accompanied by the trend toward smaller 
homes requiring less attention and care. What labor remains 
to be done in the modern American home is but a small frac- 
tion of the traditional vork performed by women through past 
centuries. 

The U. S. Census of Occupations lists all persons gain- 
fully employed, but groups housewives among those not gain- 
fully employed. This method of classification, as has been 
frequently pointed out, presents a very inaccurate view regard- 
ing the work done by people. Certainly housework and the 
care of children as carried on in the old-time household, though 
not listed among the gainful occupations, were as productive 
as any of the occupations there listed. If housewives did not 
directly produce wages, profits or other income, at least their 
efforts resulted in saving expenditures which would otherwise 
have had to be made. Indirectly their efforts were gainful. 
Thus, while the millions of housewives in the past may not 
have been counted as among the gainfully occupied, there is 
no doubt that they were as busily employed as any of the men 
or women actually in the so-called gainful occupations. With 
the changes brought about by the recent industrial advances, 
the occupation of the housewife has progressively lost its pro- 
ductive importance. It is not to be assumed, of course, that 
the industrial changes referred to have deprived all housewives 
of all of their traditional occupations, but the trends have been 
distinctly in the direction of cutting down the amount and im- 
portance of such activities. Probably but few of the benefits 
of the Industrial Revolution have as yet actually reached the 
housewives of the groups with the lowest standards of living, 
but in all families enjoying the higher and even the medium 
standards of living at the present time, the wives possess a de- 
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gree of leisure unknown, except to the wealthiest, even a gen- 
eration ago. 

It is commonly assumed that the changes in the economic 
character of the home and the decline of productive processes 
carried on therein have been accompanied by a movement of 
women into industrial and commercial life. Women, so it has 
been stated, have followed their traditional occupations, for- 
merly carried on in their homes, out into the factories. There 
were at the last Census more than 8.5 millions of women, over 
10 years of age, employed in gainful pursuits. Of these nearly 
one-fourth were married women. 

As the number of males and females in the country is nearly 
the same, it may be proper to compare the number of persons 
of each sex in the gainful occupations. The number of women 
engaged in gainful occupations in 1920 made up 21.1% of the 
total number of women over Io years of age. At the same 
time the 33,000,000 males employed made up 78.2% of all 
over the age of 10 years. Thus, nearly 80% of all women over 
10 years of age were not in any gainful occupations while 
slightly over 20% of all men were similarly unemployed. If 
it be assumed that the number of men employed actually 
represents the total of all employable males and that the 
remainder not employed, not accounted for in gainful oc- 
cupations, consists of boys in school, aged, infirm, sick and 
otherwise unemployable, then, it may be fair to assume that a 
similar proportion of females over the age of 10 should consist 
of girls in school, aged, infirm, sick and otherwise unemploy- 
able. Taking the 21.1% of women who are employed and 
adding to this 21.8% who may be presumed to be too young, 
too old, or otherwise unemployable, makes a total of approxi- 
mately 43% of all women over the age of 10 accounted for. 
There remains 57%, considerably more than half of all of the 
women in the country over Io years of age, unaccounted for. 
This great army amounting to 23,100,000 women consists of 
19,400,000 married women and 3,700,000 single women not 
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engaged in any gainful occupations. It may be presumed that 
a large number of these married women and some of the single 
women have their time fully engaged in housekeeping and the 
care of children, but the care of children alone could not be 
urged as a reason for the absence from gainful occupations of 
all married women. There were in 1920, 11,500,000 children 
under 5 years of age. Even if all of these children were 
divided up among all of the married women not gainfully occu- 
pied, there would still be nearly 8,000,000 married women 
without children under 5. Many married women are mothers 
of more than one child under the age of 5 so that a considerably 
smaller number than the total of 11,500,000 children belonged 
to, and were being cared for by the housewives not employed. 
Furthermore, a great many of the wives actually engaged in 
gainful occupations also have children under the age of 5, thus 
further cutting the number of instances in which married 
women not otherwise gainfully employed might be presumed 
to be busy in the care of children. 

The fact is obvious that the decline in traditional productive 
occupations carried on in the home, and the decline in size of 
families have resulted in a great gain of leisure time for many 
married women. 

Despite the statements of students of the so-called feminist 
movement that women are surging into the industrial, com- 
mercial, professional and political life, it must be clear that a 
great many women are remaining in their homes and are not 
greatly concerned over the loss of their traditional duties nor 
desirous to pursue careers outside of their home beyond cases 
of economic necessity. The Census figures presented above 
speak for themselves. Detailed inquiries made among women 
of various classes support the impressions left by the figures.? 
Even among high school and college girls who may be presumed 
to have the most advanced views as to the opportunities for 
and desirability of careers for women, a large percentage, nearly 


2L. Pruette, Women and Leisure. 
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one-half as reported by Miss Pruette, frankly express their 
preferences for home life rather than careers. In spite of all 
the stress placed by schools, books and periodicals for years 
upon the desirability for women to participate actively in the 
gainful occupations of the world, such trends as there may be 
for women to go into work outside of the home other than 
when compelled by financial necessity, are but slow movements. 
The views of men and of women regarding women’s place 
and work outside of the home are not dissimilar. The large 
majority of both sexes are apparently inclined to be conservative 
in their views on this subject when not actually opposed. Ina 
study reported by Miss Pruette, which may perhaps be taken 
as representative, it was found that 65% of several hundred 
men interviewed held a conservative attitude toward women 
working outside of the home; 31% were without strong con- 
victions of their own and most of these held the opinion that 
this was a problem for women to settle for themselves. Only 
4% were strongly in favor of women engaging in careers and 
work outside of the home. Miss Pruette concluded from her 
studies that there is nowhere any decided mass demand on the 
part of women to go into work outside of their homes and that 
most women were probably not at all ambitious for careers. 
The fact also remains that if any sudden movement of 
women out of homes into industry were to arise there would 
quickly develop a glut of labor. Jobs could not be found for 
all of them. As has been pointed out, the whole trend of 
industrialization has been toward cutting down the amount of 
labor required in proportion to the amount of product. For 
years industries have been increasing production and laying off 
labor. Even if millions of women, now but partly occupied by 
anemic home duties, were to come out and look for work, 
there would be no demand for them. It may be presumed that 
individual women as well as men seeking opportunity in the 
industrial and commercial field will find it, but if any consider- 
able proportion of the 23,100,000 women presumably able in 
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body and mind to carry on work were to seek employment, the 
results would be disastrous. The addition of one-half or one- 
quarter, or even one-tenth, of this number to the total number 
of persons seeking positions in gainfully occupied work would 
produce a labor situation that would soon become intolerable 
both to workers and to their employers. It is, obviously, just 
as well that the long heralded and much advertised movement 
of women from homes into industry is a slow one. 

Instead of assuming any general mass movement of women 
out of homes into industry, it seems much safer to assume that 
with continued growth in income of those gainfully employed, 
continued decline in size of family, and ever-decreasing require- 
ments of time and energy on the tasks left for the home to 
perform that women, particularly wives, will continue to enjoy 
more of this leisure and will tend more and more to activities 
that represent their husbands and families in social, political 
and other decorative aspects. 

Among the suggestions made for meeting the problem of 
unoccupied time of women not gainfully employed is that they 
should engage in part-time work in business and participate to a 
much greater extent in civic and social affairs, which are back- 
ward enough to need a great deal more earnest attention than 
they have received in the past. 

Experiments have been made on part-time work plans for 
a number of years, but with the exception of such times when 
regular labor power is drawn off in other lines, as during wars, 
they have not made much progress. For the most part indus- 
trial and commercial employers, even those who have had con- 
siderable experience with part-time work, are shy of carrying it 
on. The objections usually urged are that part-time workers 
are generally temporary workers who have no interest in their 
jobs other than their daily or weekly pay. Many of those who 
offer themselves for part-time work are without education and 
experience and it seems a doubtful business expedient to train 
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such workers as long as there is an ample supply of full-time 
workers available to draw upon. The part-time worker is 
usually not amenable to ordinary industrial or business office 
discipline. The fear of dismissal that may influence the acts 
of those whose entire time must be devoted to their positions 
is lacking or minor in part-timers. The part-time worker is 
usually an individual who hopes through additional income to 
raise her standard of living but who, if she fails, may still 
go on quite comfortably on the income of her husband or other 
members of the family. The part-time activity is often as much 
a matter of adventure and thrill-hunting as it is a means of 
increased livelihood. Altogether, part-time work is often con- 
sidered to be more bother than it is worth. This reasoning does 
injustice to many sincere women who have some spare time 
which they desire to devote to useful, profitable work. The 
difficulties of such individuals are multiplied by the views and 
conditions fixed by the general run of women seeking part-time 
work, 

Civic and social opportunities offer a much wider and in 
some respects a better opportunity for housewives and other 
women whose time is partly occupied by home duties. Recent 
experiences, not only in this country but also in England, well 
indicate that many women possess valuable natural equipment 
for political work. Even if the whole political system were 
turned over to women, it would probably be no worse than it is 
under male management. It might be better. For the sake of 
keeping their economic jobs and at the same time giving the 
masses of women, not otherwise seriously occupied, something 
to do, why should not men be willing to turn the whole political 


system from party management to government office holding 
over to women? 


Organization of Leisure Activities.—Leisure activities 
have always been largely unorganized. Individuals and families 
in earlier and simpler economic stages of living took out their 
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leisure time activities in their homes or gardens, in outdoor life, 
in traditional games and sports, in traveling or wandering, in 
hobbies, and so on. One of the most characteristic tendencies 
in relation to the twentieth century leisure activities is their 
organization in a variety of ways. 

In some instances organizations go no farther than to pro- 
vide play space and equipment for leisure activities, in others 
there is the addition of direction and even control of the activi- 
ties themselves. 

Among the best examples of organization activities for 
leisure are the establishments of playgrounds for children in 
most cities, together with gymnasium and equipment for 
physical education in connection with nearly every modern 
school. Other examples may be found in the establishment of 
vacation camps, the closing of streets in the larger cities for 
play, the recognition and encouragement given to organizations 
such as the Boy Scouts, which at the end of 1927 numbered 
more than 625,000 members, Camp Fire Girls with a member- 
ship of 150,000 and Girl Scouts with a membership of 168,000. 

The Playground and Recreation Association of America, 
which has been in existence since 1907, has been a very im- 
portant factor in promoting the development of recreational 
opportunities such as playgrounds, vacation camps and other 
means for physical education in this country. It has aimed at 
arousing public conscience to this need and has helped to formu- 
late both policies and legislations to secure these ends. 

In spite of all of these public or semi-public efforts for the 
provision of playgrounds and other facilities for the recreation 
of children, it is still estimated by competent authorities that 
not less than two out of every three children in the entire 
country have no share or opportunity in these provisions at the 
time of this writing. There is, therefore, still a great deal of 
room for development along this line. 

Among organizations serving leisure time and other leisure 
activities for adults may be mentioned the Y.M.C.A., which 
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at the close of 1928 numbered nearly a million members, the 
Y.W.C.A. with a membership of 600,000 and other similar 
organizations, such as the Y.M.H.A. and Y.W.H.A. 

Among the interesting developments in organization par- 
ticularly for younger people in Europe, with some beginnings 
in the United States, are the so-called youth movements with 
their provision for music, nature study, outdoor life, travel, 
study of human problems, and so on. The youth movements 
in the European countries, which originated before the World 
War, were set back during that time, but apparently since then 
they have grown enormously. Descriptions of the youth move- 
ments vary considerably and judgments as to their value are 
somewhat conflicting. Some believe that they represent per- 
manent social assets, while others think that they are but 
transitory fads which may die out in a few years. 

Adult leisure finds expression to a very considerable extent 
in this country through fraternal organizations ranging from 
luncheon clubs of the type of Rotary, Kiwanis, Lions and 
Civitans to Moose, Elks, Mystic Shriners, and so on. Some 
organizations combine insurance or other beneficiary provisions 
with opportunities for play and recreation. Their meeting 
places are in many cases rather elaborate club or recreation 
houses. 

A looser type of organization which, however, serves the 
leisure needs of many adults includes social groups ranging in 
activities from bridge playing to discussion of social problems, 
musical organizations, drama leagues, little theatre groups, and 
soon. Nearly every city and town in the United States has its 
musical band and orchestra, usually supported in part at least, 
by public subscription, which gives its service on the Fourth of 
July, Labor Day, Decoration Day and at other public celebra- 
tions. , 

The Parent-Teacher Associations may perhaps be included 
in this classification. While their purposes are the codrdination 
of work of parents and teachers in the education of children, 
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the indirect and perhaps more important effect is the opportu- 
nity for self-expression and leisure activity that they provide. 
The Parent-Teacher Associations claim a membership of . 
1,250,000. 

Women’s Clubs that now number over 3,000,000 members 
affiliated through their local organizations with state organiza- 
tions and in turn through a General Federation of Women’s 
Clubs, provide an outlet for the excess energies of housewives 
through a number of activity channels with more or less useful 
purposes. 

Religious organizations, not only the churches themselves, 
but the auxiliary organizations connected with churches, carry 
on important leisure activities. 

One of the most important groups of organizations appeal- 
ing to the leisure periods of the people are the various organi- 
zations for adult education such as the Chautauqua that pro- 
vides popular instruction and entertainment at a great many 
places throughout the country, university extension classes and 
courses, night classes for adults and correspondence courses. 

Finally, mention should be made of the military organiza- 
tions which provide effective recreation as well as leisure activity 
for a large number of men both in state and national groups. 

Public provision for leisure seems to be growing. The 
result of this is a tendency toward the democratization of certain 
leisure activities, many of which would otherwise be impossible 
for a great number of people who could not afford, let us say, 
the expensive membership privileges of a golf, tennis or athletic 
club. A great many municipalities provide public play space 
for adults including baseball grounds, tennis courts, golf links, 
swimming and skating ponds, as well as other facilities for 
athletics. 

Every year sees additions to the developments of the public 
park systems. There are now 43 states which have one or 
more parks and more than 1,600 municipalities which have 
regular park systems. 
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Criticism of Leisure Activities—It has been the hope and 
aim of nearly all persons interested in human welfare that the 
burdens of workers and their families might be lightened and 
that they might have some share in leisure. Such has been the 
object of social movements and, to some extent, of social legis- 
lation. By slow degrees the realization of these hopes and aims 
for the masses of people has apparently become possible. Most 
workers now enjoy some leisure. The existence of leisure has, 
however, raised new questions and problems regarding its 
proper use. 


How Much Leisure Can Society Stand?—There have 
seemingly always existed in all civilizations and in all classes 
of people small groups who possessed and enjoyed leisure, but 
there has probably never been a time when so much leisure has 
been available to so many people as at the present. The existence 
of a small leisure class in past nations and civilizations made 
very little difference in the actual life and living ‘conditions of 
the masses. Leisure may have been a benefit or a detriment to 
those who enjoyed it, but whichever the effect might be for 
those few it could mean little, if anything, to the masses. If 
beneficial, very few could share in it, if detrimental, it could 
do little or no harm to society as a whole. When larger groups 
and important proportions of the total population begin to enjoy 
leisure, then leisure becomes a social problem and its effects 
or consequences are of great public importance. There is need 
for appraisal of these effects and if, by any chance, the enjoy- 
ment of leisure brings with it problems that are dangerous to 
society then steps need to be taken to counteract these dangers. 


The Warnings of the Past—Many persons have watched 
the development of increasing leisure among the masses of the 
people with no little fear. Students of history have pointed 
out the fact that growing leisure was indirectly, if not directly, 
responsible for the downfall of past civilizations. Modern 
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states, so it is claimed, stand in as great danger from this 
menace as did the ancient Greek cities, Carthage, Rome and 
Venice, whose downfall was traced to the enervating effects of 
too much leisure enjoyed by too many of the people. States- 
men have urged the dangers of the trend toward greater leisure 
and consumption of luxuries. Business managers have opposed 
the expansion of leisure activities among their employees, fear- 
ing the softening effects of leisure on the working standards 
and ambitions of their laborers but usually overlooking the 
highly accented development of leisure spent in the most futile 
directions by their own families. Employers have feared that 
their workers might become fat, flabby and lacking in energy 
and sense of responsibility to their duties but have allowed the 
effects of leisure to take their own and natural courses in their 
own households with their wives, their sons and daughters. 
Despite this irrational view, there may still be in leisure activi- 
ties the seeds of social destruction. 


Commercialization of Leisure—A major degree of criti- 
cism of modern leisure activities has been directed at their com- 
mercialization. Simple enjoyment of leisure time common to 
a past life does not seem to prove interesting or attractive to 
present generations. Those leisure activities seem most inviting 
which require expensive equipment and paraphernalia, special 
clothing, admission charges, and so on. The rag doll and the 
home made cart may have been satisfactory playthings to the 
girl and boy of a past generation but do not give much thrill 
to the youngsters of the modern American family who must 
have much more expensive equipment to enjoy themselves. It 
is practically impossible to participate in any of the active sports 
or games that are highly popular at the present time without the 
outlay of a considerable amount of money for the necessary 
equipment as well as of time to acquire the technique of the 
prevailing fashion of playing. The home no longer provides 
anything for the amusement of youth other than the financial 
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wherewithal. Thus, as incomes increase and standards of living 
rise the cost of leisure also increases. 

The commercialization of leisure is, however, in no sense 
different from the commercialization of the production and dis- 
tribution of other requirements of life such as food, clothing, 
home furnishings and other commodities. As the delicatessen, 
the bakeries and the restaurants now supply a large and increas- 
ing proportion of the foods ready to serve for the modern house- 
hold, the movies, amusement parks and dance halls provide 
the means of enjoyment of leisure for pay. Commercialization 
has resulted in a division of labor and specialization in provid- 
ing the satisfactions, enjoyments and thrills desired by the 
people during their leisure time. In the light of the increasing 
commercialization of every other consumer activity, criticism 
of the commercialization of leisure seems futile. Commerciali- 
zation is, in a very true sense, a very definite measure of our 
advancing standards of living. , 


Religious and Moral Criticisms of Modern Leisure Ac- 
tivities —Criticisms of leisure activities are often made on the 
grounds of religion and morality in that the increasing leisure 
often brings with it the increasing practice of activities that 
are irreligious or immoral. 

Traditional religion does not look with equanimity upon any 
phase of the growth of leisure and of leisure activities. There 
are numerous references in the Bible condemning slothfulness 
and idleness. It is not easy to draw an exact line between idle- 
ness and justifiable leisure. The Biblical representatives of 
virtue, both male and female, were almost always very indus- 
trious. To the strict religionist, idleness under any condition 
or form has always been suspected of being the devil’s work- 
shop. 

During all past ages, religion and religious teachers have 
been accustomed to social conditions in which the masses had 
to spend all or nearly all of their time in hard work in order 
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that they might have the necessities of life. Modern religion 
is confronted by new and very serious problems in an age of 
enforced leisure for children, shortened work days for adult 
wage-earners and increasing numbers of people who are free 
from all economic necessities of labor. These changes in condi- 
tions have resulted in some changes in the traditional attitudes 
of the churches toward leisure, but not without misgivings well 
founded when considered from the standpoint of the ancient 
virtues so long upheld as ideals of Christian life. 

An increase in leisure often brings with it an increase of 
activities long held immoral and unsocial, such as drunkenness, 
gambling, prostitution and other activities which, if not im- 
moral, are at least subject to suspicion. It cannot be disputed 
that these activities have increased with leisure and it is a serious 
question whether the traditionally high religious and moral life 
of the past can be maintained in a society enjoying considerable 
leisure standards. Either people must learn to use their leisure 
in a way that does not conflict with these old ideals or religion 
must modify its traditional attitudes. Much may be hoped 
from proper education for leisure. Churches are liberalizing 
their views toward many leisure activities. 


Futility of Many Leisure Activities——Criticisms are some- 
times directed at the inanity and futility of many of the leisure 
activities of the masses of the people. Such activities are fre- 
quently not even recreative in a physical or mental sense but 
quite often positively detrimental. The end of a week-end or 
holiday brings thousands of men and women back to their jobs 
more tired and in worse physical and mental condition than 
they were before. 

Clearly many people do not know how to use their leisure 
time even to the extent of getting a little enjoyment out of it. 
In discussions on this point care should be taken to distinguish 
among various viewpoints. Criticism of the use of leisure made 
by others is frequently no more nor less than a criticism of 
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activities which seem to be ludicrous, even silly and foolish, 
simply because these activities do not conform to certain stand- 
ards or conventions. Persons long accustomed to low stand- 
ards of living and who suddenly become financially better off 
do not find it easy to adjust their leisure activities to correspond 
to their new scales of income. The farmer who has struggled 
for years to maintain a bare :ubsistence standard of living and 
who through good fortune becomes well-to-do usually finds 
some difficulty in living up to the standard which his new income 
makes possible. It takes time to learn how to dress the part, 
to hold one’s golf club in the most approved manner and to be 
able to chatter appropriately in the polite society of the well- 
to-do. The housewife living in a tenement who for years has 
struggled with an inadequate income is likewise at loss some- 
times when supplied with increased wealth. Moving to a more 
fashionable part of town and paying more rent is not the only 
qualification for social approval. The habits of a lifetime are 
not easily changed. A woman who has struggled with life in a 
tenement cannot immediately become a bridge expert. Her 
hardened hands, her furrowed face and unruly hair do not 
quickly respond to the ideal graces conferred by manicure, cos- 
metician and hair dresser. These things take time and in the 
meantime the efforts made to learn and to conform seem 
ludicrous and silly, particularly to those people who have 
enjoyed longer years of leisure. Older people find it more 
difficult to change their habits to correspond to changes in 
standards of living than do children and young people whose 
wants are much more elastic. Criticisms of the leisure activities 
of the masses are not infrequently criticisms of manner, of 
inappropriateness, of clumsiness, or of lack of cultivated taste 
of those who have but recently acquired increased means but 
have not yet the necessary art in the use of such means. 

It is perhaps not remarkable that leisure when newly ac- 
quired is not used in a rational or even conventional way. 
Among unskilled laborers a rapid increase in income usually 
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means an increase in drunkenness and loafing. During periods 
of rapid wage increases such as during 1919-1920 many work- 
men, after they had received increases in pay next asked for 
more time off work so that they might have the opportunity 
to spend their pay. Increased idleness and inefficiency have 
frequently been reported in those industries in which wages 
have been increased. It may be safely presumed, however, that 
these reactions to increases are only temporary. Increased 
incomes soon come to mean higher standards of living and the 
requirements of the higher standards of living then assert them- 
selves, forcing men back to their jobs in the struggle to main- 
tain the new levels. 

Increasing leisure carries with it certain tendencies which 
may well prove harmful not only to individuals but to society 
as a whole. While it has been hoped for a long time that the 
masses might enjoy some leisure, the actual arrival of such 
leisure has raised new questions and new problems. 


Overeating and Drinking—Rising incomes in all past 
times have been accompanied by increases in leisure and in- 
creases in leisure have been accompanied by increases in certain 
forms of harmful overconsumption. Too much eating and 
drinking that have always characterized the leisure classes have 
resulted in weakened health and reduced stamina. In our own 
time the overeating that might have accompanied our rising 
standards of living and increased leisure is kept in check, at least 
for the time being, by fashion which, for both men and women, 
favors dieting and slenderness. There is probably considerable 
overeating among those classes enjoying higher standards of 
living and leisure but probably not nearly to the extent that 
would have occurred in our time were it not for fashion. ‘The 
consumption of alcoholic drinks, which has always increased 
with prosperity and leisure, has also been checked to some ex- 
tent, particularly in the United States since 1920 by prohibition. 
If current fashion did not oppose overeating and prohibition 
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oppose unrestricted consumption of alcoholics, it is quite pos- 
sible that the increasing incomes and leisure that have come 
since 1920 might have been accompanied by food- and drink- 
consuming tendencies much more disastrous than they have 
actually been. The question may still be raised as to what may 
happen in the future in case of change in the fashion and of 
repeal or modification of current prohibition legislation. 


Competitive Consumption—Though not nearly so im- 
mediately and personally harmful as the overconsumption of 
food and drink, increases in income and in leisure are accom- 
panied by meaningless expenditures in other lines, particularly 
in conventional competition in the consumption of clothing, 
home furnishings, automobiles, and so on. Increases in in- 
come, when accompanied by leisure, stimulate effort “To keep 
up with the Joneses,” to secure artificial and absurd distinctions 
which, judged by such reason as can be commanded in cases 
like this, seem utterly useless consumption. 


Gambling—One of -he common criticisms of the use of 
leisure time is the tendency among many people to expend 
this leisure time in an inordinate craving for and pursuit of 
excitement and stimulation. The leisure time of such people 
is filled with efforts to be amused by external or artificial means. 
The increase of leisure obviously does not always carry with it 
the ability to enjoy it without outside help. The typical amuse- 
ment parks of the larger cities seem to thrive by catering to 
people who desire highly artificial blare and glare. 

There is no development accompanying leisure that is more 
questionable or more sinister than gambling, ranging all the 
way from craps and marble games “‘for keeps’”’ among children 
to betting on cards, wheels of fortune, races and sports among 
adults. Gaming for money and for prizes creeps into all phases 
of leisure activities in the most innocent guises and becomes 
in time a necessary stimulus to the enjoyment of otherwise 
healthful and harmless sports. The general interest in move- 
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ments of prices on the stock exchanges is supported in the view 
of many students by the gambling propensity fully as much as 
any fundamental interest in the acquisition of wealth. 

Gambling which, fundamentally, seems to be a desire to get 
something for nothing, or at least without effort, apparently 
springs from tendencies in the human nature that are world- 
wide and go back to the most primitive conditions. It seems 
to rest deeply in the human willingness to believe in luck, omens 
and hunches rather than in exact information and science. 
Gambling likewise depends upon an infantile anti-social im- 
pulse to try to beat the game, to secure income or wealth without 
working, to get rich quickly though it be at the expense of 
others. Gamblers of every degree are, of course, parasites who, 
by their gambling either as a vocation or as a pastime, do not 
even profess a willingness to contribute anything in return for 
what they secure. They profit at the expense of others who 
work and earn. They are the camp followers of the army of 
progress. Gambling is rot only anti-social in itself but is also 
but a step to crime, since taking a chance at obtaining values 
at someone else’s expense, though it be in a game, is not so 
very different from taking the same value from others by more 
forcible and questionable means. Probably one of the most 
dangerous possibilities of the increase of leisure, the higher 
earnings, and higher standards of living is the increase in the 
amount of gambling. 


Loss of Zest for Homely Pleasures.—Increasing leisure, 
as has been pointed out, also carries with it in a great many 
cases a dissatisfaction with the ordinary associations and ordi- 
nary means of enjoyment. Too much leisure is often the back- 
ground, the predisposing cause, of the breakdown of both 
individual and social ideals such as moral uprightness, honesty, 
sobriety, industriousness and interest in the welfare of the 
community. Too much leisure is often the condition in which 
the ties of family life are loosened and broken. Without serious 
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work and without well-balanced disposition to meet the prob- 
lems of leisure, husbands grow tired of their wives and wives 
grow tired of their husbands. Increasing leisure often means 
declining home life and increasing dissatisfaction with the 
simpler pleasures and enjoyments of ordinary homes. 


Physical and Mental Flabbiness—There is also the 
dangerous tendency with increasing leisure for individuals to 
become fat and flabby in mind as well as in body. The. critics 
of leisure point to the menace of declining energy, ambition and 
ability among those whose leisure time is increased. This flabbi- 
ness and laziness is evident in both sexes and may be seen in the 
growing tendency to ride instead of to walk, to participate in 
sports as spectators rather than as players and to shirk respon- 
sibility and effort in every form. Exercise is taken passively 
in the back seat of the car and, with the help of cushions, it is 
made as easy and effortless as possible. One of the most 
successful commercial developments of recent years is the pro- 
duction and sale of physical exercising machines that provide 
such exercise as may be taken while lying in bed or sitting 
in comfortable chairs, without any personal exertion! 


Time Wasting—To many the increase in leisure means 
an increase in time wasting for which definite and complicated 
techniques are developed. Trifling, marking time, day dream- 
ing, gossiping, beauty culture, hairdressing, manicuring, dress- 
ing and undressing, scented baths, perfumes that match the 
personality, powders, creams and lotions to suit the mood and 
other forms of narcism are the common manifestations of 
good incomes, of empty minds and lives and of leisure that 
would otherwise hang heavily. 


Danger of Losing Economic Gains through Leisure 
Waste.—That these tendencies exist may not be doubted but 
there is no way of knowing certainly the extent to which they 
exist. There is this possibility, however, that if the energies 


Google 


LEISURE AND ITS USES 467 


and the genius which have made the surplus of production and 
leisure possible be not maintained, if those energies and abilities 
be sapped too greatly and if the number of parasitic persons 
becomes too great to be supported, then the surplus gained by 
our industrial system may well be lost and society forced again 
to face difficulties for all, such as were common before the 
industrial revolution. This assertion is not so fantastic as it 
may seem. As pointed out elsewhere, the total present produc- 
tion of the entire economic system is scarcely sufficient to 
supply the necessities for all and certainly not enough to supply 
comforts and even a measure of meagre leisure for all. The 
present system of distribution is such that it favors certain 
classes, both in incomes and leisure, at the expense of others. 
A too rapid increase in parasitism among the favored classes 
may well sharpen class differences to the point of trouble if in- 
deed the surpluses, upon which the parasitic elements are 
supplied, are not wiped out. 


Mechanization and Commercialization of Leisure Inevi- 
table.—That the present use of leisure should be characterized 


by mechanization and standardization as well as by commer- 
cialization is not surprising. The most outstanding develop- 
ment of our age is machine production and it is perhaps only 
natural that the machine and its processes should dominate our 
leisure time as well as our working hours. Our movies are 
standardized and presented in chain movie houses, young people 
go to dances in chain dance halls, dancing to the music of chain 
orchestras producing music in the tempo of the machine shop. 
The great masses of the people spend some part of their leisure 
in listening to the same hints on bridge playing, household talks, 
market reports, bed-time stories and music broadcast from the 
same radio stations, see the same sights, read the same tabloids, 
laugh at the same “funnies,” rejoice with the same heroines and 
gloat over the same villains. 

Despite the cynicism and criticism that one hears and reads 
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against this mechanized leisure for the masses, it should be kept 
in mind that there are probably as many points in favor of the 
mechanization and mass production of leisure enjoyment as 
there are in favor of mass production of food, clothing or auto- 
mobiles. The mass standardized, mechanized, commercialized 
leisure activities probably provide more means of stimulation, 
artificial though it be, and more thrills in proportion to the 
money expended, than could be secured by the people enjoying 
them in any other way. 

It is also necessary to keep in mind that the leisure time 
long desired for the masses has to some extent arrived, and 
having arrived, it must be occupied in some way. It cannot 
be expected that these new arrivals in the enjoyment of leisure 
can immediately conform to the standards of leisure of those 
who have enjoyed it for longer periods of time. The arts of 
dressing, of cosmetics, of conversation, of bridge playing, of 
esthetic time wasting, may not be immediately acquired, nor 
is it perhaps desirable that they should be. 

American methods of use of leisure are frequently criticized, 
particularly by those who have traveled abroad or who have 
read books or magazine articles on travel. It is commonly 
asserted that Americans do not possess the ability or knowledge 
to use their leisure time to as satisfactory advantage as do the 
people, let us say, of France, England or Germany. To quote 
from a recent article the Americans do not have the “savoir 
vivre’’ of the French or the “gemiitlichkeit” of the Germans or 
the sportsmanship of the English. There may be, and un- 
doubtedly are, national differences in the methods of utilization 
of leisure. The English love of outdoor sports has been much 
emphasized, the Germans’ love of music, opera, singing and of 
organized leisure activit: s have been frequently described and 
the Frenchman’s individuality finds expression in the less formal 
but probably highly enjoyable conversational groups at cafés 
and other public places. 

American life, however, faces an entirely different set of 
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conditions. In the period of one or two generations most of the 
American people have traversed the entire distance from the 
hard life of the pioneers contending for existence with nature 
in its rawest aspects up through the various stages in economic 
life to the highest development of economic surplus and of 
leisure ever known. These changes have been so rapid that it 
has been difficult for great numbers of the people to adjust 
themselves to the new conditions and to secure from their leisure 
anything like the degree of satisfaction that may be possible. 
It may be presumed, however, that with time as well as with 
the help of education America, too, will in time develop her 
“savoir vivre.” 

We may not know just what forms American leisure activi- 
ties may in the future take. Education may prove a helpful 
influence in determining these forms but it seems unlikely that 
the leisure activities of the future will ever again be anything 
like the simple forms of recreation that grew spontaneously out 
of the simple living conditions of past times. Such simple 
leisure activities, so frequently and so favorably described by 
the critics of present-day leisure, are probably impossible under 
modern urbanized conditions. The commercialization of leisure 
under our present system of society is inevitable. The only 
practical substitute for the commercialization of leisure is 
socialization. Commercialized leisure need not, however, be 
any more dangerous to society on the one hand or less useful 
on the other than the commercialization of the production and 
distribution of food, clothing and other commodities. 

Expenditures for leisure activities are rapidly increasing. 
If leisure activities are necessary or desirable then this trend is 
justified. There seems to be no reason why the expenditures 
for leisure should not be given as important a place in the con- 
sideration of economics as the expenditures for other necessities, 
nor does there seem to be any adequate reason why leisure and 
its economic problems should be considered in any way different 
from other economic problems, 


Google 


470 ECONOMIC PRINCIPLES OF CONSUMPTION 


Education for Leisure—Education has always enjoyed an 
intimate relationship with leisure. The ancient Greek idea of 
the school was a place of leisure. There is still much of the 
classic ideal of leisure in modern education. While the con- 
cepts of education for life and vocation have to some extent 
modified modern school courses of instruction, much of the edu- 
cation in all grades of schooling, but particularly in secondary 
schools and colleges, is largely a training in non-economic 
knowledge and accomplishments. The college course, itself, has 
often been likened to four years spent in a comfortable leisure 
club with just enough work to prevent the rest of the time from 
becoming a bore. This may be an overstatement but that there 
is something in this view will be denied by few. The leisure 
character of education, particularly in America, may be ob- 
served in the short work day, the 5-day week, the short school 
year, frequent vacations, and the emphasis placed upon recrea- 
tion, play, sports and games. Modern education is often inten- 
sive, but real hard work on the part of students comparable to 
the effort required in industry or business is probably the 
exception rather than the rule. Nor is there any desire to 
change this. There are indeed sound arguments in favor of 
making education pleasant, easy and supplied by self-interest. 

Education itself is not readily possible without economic 
leisure. The period of education in youth must, of necessity, 
be a period of release from work for the necessities of living. 
A wide extension of higher, or indeed of elementary, education 
would never have been possible were it not for the great gains 
of society in leisure time. 


Rising Dominance of Education for Making a Living.— 
In America the idea of education for making a living rather 
than as a training for leisure has made rapid progress, par- 
ticularly among the middle and lower classes for whom educa- 
tion has become general and popular. Education has been 
considered as a means of securing a sound economic basis and 
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welfare for children. One of the striking bits of philosophy 
of the typical American family is its faith in education as a 
means of raising its children to higher standards of economic 
and social living. No matter how dark the outlook might be 
for the parents, the faith in education as a means of saving 
children from continuing in the same standard of living is 
almost sublime. 

It is possible that the modern idea of education for making 
a living has been overemphasized. Certainly it has resulted in 
overflooding certain vocations with disastrous effects on their 
salaries and wages. The professions have suffered most by 
the influx of practitioners from the colleges. The clerical 
occupations, which only a generation ago held both economic 
and social advantages, particularly over the skilled trades, in 
spite of the tremendous growth of demand for clerical workers 
during the past twenty years, have lost most of their advantages. 
The annual flood of high school graduates has crowded into this 
field faster than the demand has grown. The skilled hand 
trades are now, indeed, as well paid and almost as honorific as 
the white collar occupations. Thus, in so far as education has 
been bent to prepare for vocations, it has apparently gone too 
far by preparing too many for a few lines of work, particularly 
for professional and clerical work. 


Need for Education on How to Live—A scientific revalu- 
ation of the purposes of education for present-day conditions 
would probably include training for making a living as a neces- 
sary phase, but certainly more thought must be given in the 
future than has been given in the past to mass preparation for 
vocations without relation to numbers needed in each. In 
addition to training for making a living, education should place 
a high degree of emphasis on how to live, including proper 
management of income and its uses, savings and investments, 
and, above all, going back to the original purposes of the 
school, the training for getting the most out of leisure. Human 
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beings are no better equipped by nature, unaided by training, to 
live properly, fully and joyously under modern conditions than 
they are to make their living intelligently and easily in modern 
machine shops, department stores and offices. Furthermore, 
people need to learn how to enjoy leisure just as much as they 
need to learn how to make a living or how to manage their in- 
comes and savings. 


Purposes and Conditions of Proper Use of Leisure—A 
program of education for leisure needs, first of all, to consider 
what the conditions of successful use of leisure may be. First 
of all, what is or should be the object of leisure? In general 
terms it may be replied that the object of leisure should be to 
increase happiness or satisfaction and to make life more enjoy- 
able. Leisure, it is believed, offers opportunity to secure this 
object, if properly used. ; 

The general conditions of the enjoyment of leisure may be 
fairly easily enumerated, but the particular combination required 
to secure human happiness in individual cases from one time 
to another is quite another problem. It is indeed difficult to 
determine a formula of enjoyment. There are no known 100% 

‘methods of inducing moods of joy. Feelings of human pleasure 
and satisfaction are generally by-products rather than direct 
results of planned activities. All students of the proper use of 
leisure apparently agree on the futility and failure of attempts 
to seek pleasure for pleasure’s own sake. Idleness is fine as a 
means of rest but very difficult and unsatisfying as a business. 
Pleasure, as already indicated, appears almost invariably as a 
result of other activities as in connection with work, service or 
sport. 


Health Among the conditions for the enjoyment of 
leisure a surplus of health seems to be the most important of 
all. An individual in a condition of physical well-being, with an 
abundance of surplus energy, manages to extract a certain 
degree of happiness out of almost any set of living conditions. 
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Whatever else may be necessary as a condition of the enjoyment 
of leisure, health may be set down as the first and most im- 
portant factor. 


Freedom from Worry and Domination of Others—A 
second and highly important condition of satisfaction in leisure 
is freedom from worry and from domination of other people or 
conditions. Worries may be the result of inadequate incomes, 
of family or social difficulties, or of impending disasters. Fear 
of failure to maintain a certain standard of living, for example, 
destroys the sense of personal freedom, without which leisure 
enjoyment is impossible. The fear of failure keeps individuals 
at hateful work and under the domination of undesirable con- 
ditions. A lower standard of living with mental freedom may, 
indeed, be much more desirable than a higher standard with 
constant causes for worry. 


Desirable Work.—Desirable work or purposeful activity is 
another condition of enjoyment that affects leisure as well as 
working time. Dislike of work is widespread. Sometimes this 
feeling is vague and passive. In other cases it amounts to burn- 
ing hate. Education and the social traditions may in part be 
responsible for the dissatisfaction so many people find in their 
work. If every one were given an opportunity to make a choice 
of that kind of work which he liked best it seems likely that 
a great many of such choices would be for uneconomic and, 
indeed, futile, useless vocations. Education and social tradi- 
tion has for a long time placed an emphasis on the desirability 
of certain kinds of work to the detriment of others and to the 
dissatisfaction of workers engaged therein. Far too many 
people would, if they were free to make their choice of voca- 
tions, select such fields as the fine arts, music, singing, acting, 
stage dancing and writing, none of which are absolutely essential 
or necessary to life and all of which contribute solely to leisure 
time and enjoyment. If there were complete freedom of choice 
of vocations society would probably soon disappear because of 
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lack of production of food, clothing, fuel and other necessities. 
Such are the attitudes of the masses toward their necessary 
jobs. A first step in the sound training for leisure would 
probably be a training in how to enjoy one’s vocation or work. 
One needs leisure and recreation from the most enjoyable 
works, but the use of the leisure is not marked by regrets but 
rather with pleasure in anticipation of return to the job. 


Reasonably Satisfied Hungers.—Another condition of the 
enjoyment of leisure is a reasonable satisfaction of the common 
hungers of home life such as companionship, a certain degree 
of recognition and success, and a normal sex life. Those indi- 
viduals succeed best in their use of leisure who possess a philo- 
sophical attitude, particularly toward the inevitable troubles of 
life. Education that does not stimulate the desire to eradicate 
the causes of human troubles is weak-kneed, but beyond the 
desire to do everything possible to solve and relieve the prob- 
lems, a sense of optimism, even of humor, together with a 
mastery of foolish, futile fears and worries is necessary. The 
enjoyment of leisure presupposes a philosophy of enjoying 
what can be enjoyed in living from day to day. 


Many-Sided Interests—A mind open to many interests 
is a condition of utmost importance to the intelligent enjoyment 
of leisure. Much of the criticism rightly directed against the 
leisure time activities of the masses because of their empty, 
meaningless futility, might better be directed toward the empty 
minds of the people .ho follow these vapid activities. The 
natural human instincts of curiosity and capacity for wonder 
need to be kept alive and active toward a wide circle of things. 


Training for Leisure Activities—Education that is to 
serve as a useful training for getting the most out of leisure 
must reveal life to the student as it is. It must help to develop 
a philosophic basis of working with and meeting life’s problems. 
The education for leisure must awaken interests that would 
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otherwise lie dormant, such as a love for nature, for human 
relationships, for good reading and for the understanding of 
music and other arts. All of these, however, require prepara- 
tion which means hard work. It takes intensive study to learn 
a new science or even to learn how to read. Many schools, even 
the colleges, turn out graduates whose interests in the subjects 
pursued are obviously highly superficial and the question may 
be seriously raised whether or not one of the principal reasons 
for this superficiality may not be the lack of thoroughness and 
intensiveness of training. It seems certain that so far as the 
arts and sciences are concerned, work, hard and intensive, must 
precede the mastery that finally leads to real enjoyment. 

In the absence of other institutional forces, education must 
assume the responsibility for the cultivation of health and 
hygiene both individual and social. One of the gravest dangers, 
already indicated, is the tendency of the development of passive 
spectator sports rather than the active personal participation 
and keener enjoyment in all forms of recreation. 

The proper use of leisure may aid greatly in the develop- 
ment of human satisfaction and in physical, mental and social 
happiness. No other institution has the opportunity that edu- 
cation possesses and no other institution has before it the 
responsibility that education faces in training for the proper use 
of leisure. In the successful performance of this duty education 
may not only serve to increase the well-being of society, but 
at the same time it may check the development of forces which, 
if continued, might even result in the destruction of society. 


Leisure as a Factor in the Standard of Living —Workers 
having long hours of labor have no leisure nor any energy nor 
ability for leisure activities. Prior to the adoption of a 10-hour 
day there was very little time that might be dignified by the 
term, leisure. With the coming of the 10-hour day workers 
began to enjoy a certain amount of daily leisure and with the 
shortening of the work day to 8 hours, or 44 hours per week, 
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or even 40 hours per week, the amount of leisure naturally 
greatly increased. 

How this leisure time should be used has at no time in the 
past been a great problem with the working classes themselves. 
Whenever they achieved leisure their activities immediately took 
the direction, by imitation, of those classes more fortunately 
situated and enjoying a greater amount of such leisure. Every 
social and economic group looks to those above for its example 
in its use of leisure. At the top of the pyramid, setting the 
standards for all classes, are those people whose entire time is 
given up in the pursuit of leisure. Questions as to what workers 
might do with increased leisure may therefore be easily an- 
swered by observation of the way in which the richer economic 
classes use their leisure. Whether there be elements of social 
danger in the use of leisure by the masses depends upon the 
character of the use of leisure by the higher and more parasitic 
groups. Certainly, the next steps in the use of leisure by any 
class can be safely predicted by observation of the class above. 


Expenditures for Leisure Activities—The lowest ex- 
penditures for leisure activities are quite obviously to be found 
among those economic classes with the lowest incomes. Farmers 
and unskilled laborers expend the smallest amounts. In the 
studies of 2,886 farm families made by Kirkpatrick with aver- 
age family expenses of $1,597 per year, the average annual 
expenditure for recreation amounted to but $22.50 per year. 
The average expenditures among the industrial and lower 
salaried families studied by the U. S. Bureau of Labor Statistics 
in 1918-1919 amounted to $95.35. As may be seen from 
Table LXVII the expenditures range from $37.05 for the 
lowest income group to $242.97 for the highest group but with 
regular increasing amounts for each increase in income without 
exception. 

A study of Table LXVII, “Industrial Family Expenditures 
for Leisure Activities,’ shows the prompt reaction that occurs 
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TaBLE LXVII. INpustriaL Famiry EXPENDITURES FOR LEISURE 
AcTIvITIEs 


From ‘Cost of Living in the United States,” pp. 449-455. 


Items Under |$ 900-|$1, 200-/$1,, 500-|$1 , 800-|$2, r00-| 
$g00 | 1,200 | 1,500 | 1,800 | 2,100 | 2,500 


BOOS ov cucusaexeylakwceee 26 28 72 1.10 
Excursions. pitetdiods 3. -52 -OI 1.37 
Gifts...... 6 3.48 | 5.8 8.79 
Liquor.............-. aeaes 6.55} 6.73 7-37 
Lodges, Clubs, and Societies. . . 2.02 | 3.09 3. 
Magazines 78 | 1. 1.98 
MOVIGS 5 ciiiecce esos ess cteeet 4.10 Ste 8.66 
Music......... CC Oe +70} 2.01 ro 
Newspapers....... 6.49 7.47 -39 
Other Amusements -6r 95 1.42 
Patriotic Purposes. aed 4.30 6.52 8.69) 
Plays, Concerts.........008-+ +33 68 1.18 

OSCA RE oo: 6:6:0)6'e oa asarg'she.di ara juce ace 1.49 1.98 2.38 
Ttavel.« .echnees se ten eneeedts r.02 | 1.84 2.07 
Tobacco.......eeeeeere erie 13.80 | 15.02 17.38 
Vacations..... 06 baieio Bevis Bes 2.67 | §.25 8.34 
Tota lS os2.5 ci siaseesesasaieiety we een ee $37.05 |$53.37 |$74.63 |$103.57 
% of Total Expense for Lei- 


3 


3 


4-4, % | 4.96% | 5.74% | 6.75 
fo] -38% 5 


4. ai, 7.82% | 8.865% | 9.85% | 6.65% 
08% 6650] 1.1 I 


Vo | 1.78% | 2.42% | 2.34% | t-14%0 


© 


3 


in these expenditures for practically every item as income in- 
creases. With scarcely a single exception, the amount expended 
increases for every item as the income is increased and the 
direction taken by the curve representing these expenditures is 
so sharply upward that it may be safely presumed that families 
with incomes higher than indicated in this table continue to 
spend ever-increasing proportions for recreation and leisure 
activities. Plate 2 presents these facts in graphic form. 

In a study made by Dr. Peixotto of the academic standard 
of living in the University of California, it was found among 
those families with average incomes of about $4,000 per year 
that an average of about 4% of total expenditures was expended 
for recreation. The expenditures for automobiles averaged 6%. 
If this item be included in the total expenditures for leisure 
activities then it would amount to about 10% of the total family 
outlay. 

In the professional standard of living, recommended by the 
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Heller Committee in California in 1928, out of a total cost of 
living of $6,500 per year, the expenses for recreation were 
estimated as amounting to 5% of the total with an additional 


% 


——Total Expenditures for Leisure Activities 
---.Expenditures for Automobiles 


Under $900 $1,200 $1,500 $1,800 $2,100 Over 
$900 $1,200 1,500 1,800 2100 = 2'500~— $2,500 


(“Cost of Living in the United States’’) 


Plate 2. Family Expenditures for Leisure Activities in Relation to Total 
Expenditures 


6% for automobiles making a total of 11% of the total family 


expense. Among the items included in this total expenditure 
was an amount of $76.40 per year for amusements including 
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tickets to movies, opera, concerts, church socials and so forth; 
hospitality $123 ; vacations $125; and phonograph records $18. 


Estimates of Total Expenditures on Leisure Activities — 
The only attempt, so far as is known, to estimate the total ex- 
penditures for leisure activities in this country was made by 
Stuart Chase in a chapter on “Play” contributed to Charles 
A. Beard’s “Whither Mankind” published in 1928. In this 
chapter Chase estimated the total annual cost of all leisure 
activities, at a grand total of $21 billions. This figure may be 
easily criticized, as Chase himself pointed out. For example, 
the total expense for moving pictures given by Chase amounted 
to $1.5 billions, whereas the estimates from various other 
sources indicate that the total amount paid out for movies by 
the American people is probably not much more than $1.0 bil- 
lion. Furthermore, Chase’s estimates include several items of 
expenditures such as food and clothing which in this study are 
included in the totals already presented on these items. Chase’s 
figures also apparently include all public expenditures whether 
national, state or municipal for parks and playgrounds. Only 
such items as are actually expended by individuals and families 
are included here. 

It is always difficult to decide whether candy, chewing gum, 
tea, coffee, chocolate, soft drinks and other similar expenditures 
should be included under the expenditures for the consumption 
of food or as a part of the miscellaneous expenditures made 
for leisure and play, as Chase has listed them. Considerable 
criticism may also be directed against Chase’s list of items be- 
cause of inclusion of expenditures for religious revivals and 
celebrations. Musical instruments, radio and phonographs in- 
cluded by Chase are mentioned in this estimate, but the totals 
are omitted as more properly belonging in home furnishings. 

The following tabulation represents rough estimates of the 
total expenditures for the items enumerated in this chapter as 
leisure activities. Chase’s estimates have been freely used. 
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Some of the figures listed by Chase are submitted here without 
criticism; others have been modified to correspond to such 
information as may have been obtained through other sources. 


1. OuTDOoR Pray, Sports, GAMES, ATHLETICS: 

It is estimated that there are now more than 4,000,000 golf 
players in the United States and that the total expendi- 
tures for golf including memberships of golf clubs, and 
golf player’s equipment amounts annually to.......... 

Baseball, the great American national pastime, attracts 
more than 12,000,000 spectators annually to the Big 
League ball games alone. The total outlay for baseball 
in the form of equipment and admissions to ball games 
cannot be less than.... 0.0.0... 0 ccc ceeeeee eee eee ees 

Football, which attracts approximately 25,000,000 ad- 
missions each fall costs altogether another............ 

Tennis, which now numbers about a million players, 
together with other outdoor sports and athletics includ- 
ing swimming, skating, yachting, boating, is estimated 


Prize fighting adds another................0020000 00s 
Total expense for all outdoor sports, play, games 


arid athletics.casii sig hi webs sd Seated wives eben wens $ 


2. INDoorR GAMES AND ATHLETICS: 

Indoor sports are not nearly so extensively followed nor so 
expensive as outdoor sports in this country. It is esti- 
mated that the total expenditures in these lines probably 
AMOUNES tO 5.6 5 ia Hee SORA Soa ey we Lees oO 


3. HUNTING AND FISHING: 

Chase estimates that the total expenditures for equipment, 
guns, ammunition, outfits, and so on, used in hunting 
and fishing, cost per year not less than ............... 

4. MOTORING: 


The annual motor transportation expenditure as esti- 
mated by the National Automobile Chamber of Com- 
merce is as follows: 


Motor vehicles for new owners and 


replacements.............000000 $ 3,830millions 
Repair parts (including tires)........ 2,000 
Servicing labor.................... 
Gasoline and lubricating oil (including 

gasitax) <..<cj.s chad odes oes adhes 2,370 
Garaging of cars and trucks in cities.. . 115 
Truck drivers’ salaries... .. wee ecceebiek 1,500 
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Chauffeurs’ salaries. ............... 750 
TPiSUPAN CO 5.6 55555.2 sock bbe eed ak 490 
Registration fees and taxes..... eoaes 445 
Total annual motor transporta- 
tation expense.............. $12, 400millions 
Probably half of the foregoing expenditures may 
be charged to leisure use...............2-000- 
5. TRAVEL: 


Over 300,000 people go to Europe annually. The western 
coast of the United States attracts 500,000 people per 
year. A million or more go to Florida and other south- 
ern states each winter. Transportation alone for long 
distance leisure visits costs not less than $650,000,000. 
If an estimate be made of all travel made in connection 
with vacations and for pleasure or recreation the total, 
it is believed, may amount to. ............. eee cece 


6. Movies, SHows, CONCERTS, AND OPERA: 

These constitute a group of leisure activities which cost 
the American public an enormous sum. It is estimated 
that the 20,000 moving picture theatres in the country 
average 5,000 admissions per week, or a total of from 
50,000,000 to 100,000,000 total admissions per week. 
No other form of performance is patronized to the same 
extent as the movies, but they do add something to the 
aggregate. The total expenditures for these leisure 
activities is not less than......... be aidlauniavasais A svene ok 


7. Music, PHonoGRAPHS AND RapI0: 

Including expenditures for pianos and other musical in- 
struments, this division runs into important propor- 
tions. According to estimates based on a survey made 
by the General Federation of Women’s Clubs, out of a 
total of over 4,000,000 families it was estimated that 
nearly one-half or 46.2% of all families possessed 
pianos; 40.4% had phonographs; and 24.1% had radio 
sets in their homes. This survey was completed in 
1926. Since then there has been a rapid expansion in 
the use of radio and it was estimated that during the 
year 1928 the total expenditures made by consumers for 
radio equipment amounted to not less than $750,000,000. 
The addition of pianos, phonographs, and other musical 
instruments must certainly bring the total expenditures 
for this group up to $1,060,000,000. This item is 
omitted from the total for the reason that it has already 
been included under Home Furnishings. 
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8. DANCING: 

The amount expended by the American people for dancing 
can only be very roughly estimated. It is believed to 
amount toatleast........... ccs eee e eee eee eee 


9. READING: 


Newspapers and tabloids are said to be read by not less 
than 35,000,000 readers a day. The magazines claim 
15,000,000 readers a month. The total amount re- 
ceived by publishers from subscriptions and sales in 
1925 amounted to over $400,000,000. It is probable 
that consumers paid not less than $500,000,000 for 
these newspapers and periodicals. Books added at 
least $250,000,000 making a total for newspapers, 


periodicals and books of........... 0. . csc eee cece ees 


10. ADULT EDUCATION AND STUDY: 


It may not be entirely appropriate to include adult educa- 
tion and study under leisure activities, but certainly 
most of such study is carried on as a leisure time activity. 
There are said to be over a million and a half students 
registered in the 350 correspondence schools in the 
country. There are at least another million registered 
each year in the public evening schools and in the part 
time and continuation schools. The University Exten- 
sion departments and correspondence schools run in 
connection with them have an average registration of 
more than 150,000. The Y.M.C.A. and other similar 
institutions also have a registration almost as high as in 
the University Extension departments. This total 
may be about 130,000. Then there are the short 
courses and institutes for farmers, homemakers, re- 
tailers and professional workers which register not less 
than 100,000 per year and finally there is a large num- 
ber, estimated at not less than 100,000 adults, taking 
part-time courses in art schools, in drawing, painting, 
music, singing, dancing, and soon. The total expendi- 
tures for all of these forms of education and study may 
be modestly estimated at not less than............... 


tr. DRINKING AND SMOKING: 


Under present conditions of partial enforcements of the 
prohibition amendment and supporting legislation it is 
impossible to estimate the value of alcoholic drinks 
consumed. The consumption of tobacco may, of course, 
be estimated quite accurately from the Internal Reve- 
nue statistics. The total consumption of tobacco in all 
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of its forms probably amounts to about $1 , 500,000, 000, 
and if alcoholic drinks were added, the two combined 
would probably amount to. ..........c.ecee eee e eee 


12. GAMBLING: 


No attempt is made to estimate the amount of money that 
changes hands as a result of gambling. Chase has esti- 
mated that the amount of commissions collected by the 
various institutions promoting gambling amounts annu- 
ally to not less than. 2.2.2.2... 2s cece cece eee eee eens 


1g. COLLECTIONS, HoBBIES AND PETS: 

According to Chase, these probably amount to not less 
than, - ceed. vente ec tnn cn seas noitiene dteyed obo g annie 

14. MISCELLANEOUS LEISURE ACTIVITY EXPENSE ITEMS: 


Including expenses on gardening, tools and equipment, on 
tinkering and construction, on gifts, on expenses for 
processions, celebrations, pageants, on expenses in con- 
nection with religious and semi-religious activities and 
on aviation, these amount to not lessthan............ 


Total of all expenses for leisure activities............... 
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CHAPTER XIX 
SAVINGS 


All parts of income put by that are not expended, im- 
mediately consumed, destroyed or given away make up savings. 
Such savings occur in many forms such as cash hoardings, 
stocks of durable consumers’ goods, including home furnishings, 
musical instruments, jewelry and clothing; indirect investments 
such as in insurance, postal savings, savings bank deposits, 
ownership of stocks, bonds, mortgages, notes or other forms 
of credit; direct investments such as in land, buildings, equip- 
ment, machinery, stocks of raw materials, semi-finished or 
finished goods, and other forms of capital, or as in organization 
improvements, trained personnel, specialized service, owner- 
ship of trade-marks and advertising or other investments re- 
sulting in increased goodwill. 

In addition to the savings of individuals there are also 
savings of corporations and other private business concerns in 
all of the forms enumerated above, excepting that consumers’ 
goods to the business concern merely represent capital tied up 
in merchandise. Finally, there are the savings of governments 
or other public bodies in the forms of surpluses, buildings, 
roads, bridges, parks and other permanent public works. From 
an accounting standpoint savings are increases in net assets. 

It has long been believed, and perhaps quite correctly, that 
there is a wide variation in human inclination or desire to save. 
Among individuals one finds on the one hand, those whose 
every effort seems aimed at making accumulations, whose con- 
sumption is limited to the barest necessities and whose chief 
pleasures seem to result from savings. Such people are known 
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as misers. At the opposite extreme are the spendthrifts who 
apparently have no inclination or at least no decision to save 
and who spend not only all of their incomes but also all that 
they may be able to borrow, beg or steal. This difference in 
the desire to save is said to be more marked among certain 
groups and among some nationalities than among others. The 
thrift of the Scotch, the prudence of the French peasants and 
the frugality of New England farmers are almost axiomatic, 
while examples of the opposites of these virtues are to be found, 
according to various writers, among the peasantry of Ireland, 
the masses in India and the happy-go-lucky ne’er-do-wells of 
every country and community. 

There may be variations in the quality of the desire to save 
among various nationalities as just indicated, and there may be, 
and undoubtedly are, differences in the appeal of the instinct to 
save among individuals, but careful study of this subject has 
shown that certain conditions of life are highly favorable to the 
development of the desire to save while other conditions not 
only make savings difficult but are also destructive of the very 
desire to save. Among the conditions that may be said to favor 
the accumulation of savings are the following: 


1. Security of Savings—Obviously few poeple would be 
inclined to make the sacrifices in present enjoyment or con- 
sumption of income for the sake of savings if there were no 
security of the opportunity for future enjoyment of the savings. 
Unsettled social conditions such as frequent warfare or revolu- 
tions accompanied by confiscation of savings and property, irk- 
some systems of taxation that squeeze the last possible penny 
out of the people, systems of property ownership which favor 
landlords and capitalists as against tenants and employees, dis- 
courage any natural desire that may exist to lay by or to 
accumulate for the future. A study of the conditions surround- 
ing groups and societies in which thrift and frugality have ap- 
parently been absent usually reveals a condition of lack of such 
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security as a chief cause for the apparent absence of the desire 
to save. 


2. High Rates of Interest and the Possibility of Remu- 
nerative Investments.—It is a commonplace of political 
economy that certain amounts of savings will be made even if 
there be no possibility of gain such as interest, rent or profit. 
Such savings, or perhaps they should be called hoardings, are 
simply set by for future needs. However, the opportunities for 
any additional gains from savings serve as powerful incentives 
to increased savings. The higher the rates of interest and the 
higher the rates of rent as well as the greater the opportunities 
for profit-making, the greater the relative amounts of accumula- 
tion and investment. 


3. Modest Consumers’ Wants.—lIn a society or group in 
which social competition runs very high in conspicuous con- 
sumption, the natural tendencies to save are seriously checked. 
On the other hand where consumers’ wants are modest, where 
there is foresight, prudence, a certain amount of timorousness 
or fear of possible future wants, savings tend to accumulate 
rapidly. It should be noted in passing, however, that even in 
highly competitive social groups where various forms of con- 
sumption serve as the means of competition, the accumulation 
of savings or at least the possession of certain amounts of 
wealth often form a measure of the success of such competition. 
In all modern societies the amount of savings and accumulation 
are important gauges of the individual’s social standing. Social 
prestige is as much influenced by the fact that a family is worth 
a million dollars as that this family has a wonderful home in the 
best section of town, a Rolls-Royce car or other external indi- 
cations of financial success. The desire for self-assertion in 
social directions may therefore be, and often is, the reason for 
the most strenuous efforts to save. The desire to rise in life, to 
secure financial independence, as well as the fear of possible 
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dependency, especially in old age, are dynamic forces that favor 
the accumulation of savings. 


4- Desire for Protection of Family—One of the most 
effective conditions promoting the desire to save is family 
affection. While savings are to some extent made by single 
men and women, it is a matter of common knowledge that 
earnest, systematic efforts at savings do not usually begin until 
after marriage and family are established. The unmarried 
spendthrift and wastrel often becomes the paragon of thrift 
and frugality in married life. 


5. Early Habits and Training—Habits of foresight in 
financial matters established early in life through example and 
training, through homes and schools, are highly important fac- 
tors in later tendencies to save. Children from thrifty homes 
are likely to continue to exercise care and prudence in economic 
matters. Education in thrift and savings has properly been 
urged as an important factor to the well-being of individuals 
and as a means of national accumulation of capital to provide 
a safety surplus against hard times or depressions. 


6. Amount of Income Received—Finally, judging from 
all studies available, the most elementary condition of saving 
is the amount of income received. Other things being equal, 
the higher the income, the greater the savings. The lower the 
income the more difficult it is to set by any portion of it for 
future use. Savings among individuals and families with lower 
incomes involve very real effort and sacrifice. Savings among 
those who have high incomes may mean but little effort or 
sacrifice since all current wants may be fully satisfied before 
savings are set by. 

Sources of Savings—Savings originate from all sources 
of income. They may be from wages or other earned incomes, 
from capital profits or interest, from rentals of land or royalties 
from natural resources, from gains in the sale of property or 
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securities at a profit. Obviously, savings may be made not only 
by individuals but also by partnerships and corporations. The 
profits of corporations may be distributed to individuals either 
in the form of interest on bonds or dividends on stocks or may 
be retained in the business in the form of surpluses, reinvest- 
ments, additions or improvements in that business. 

Thus any effort to estimate the total savings of a nation 
must take into account not only the individual savings of private 
individuals but also the accumulative gains retained by business 
enterprises and not distributed to its individual owners. It is 
also necessary to include estimates of the value of the public 
surpluses in the form of public works and public improvements 
made by governments and other public bodies. 


An Estimate of Total National Savings.—One of the most 
comprehensive efforts to estimate the total national savings of 
the United States has been made by Dr. W. I. King,’ who de- 
fines savings as ‘‘additions to the stock of consumptive goods 
or increases in the power to produce or acquire income which 
have arisen through the acquisition of property or through in- 
vestments in education.” Dr. King estimates that an average 
of about one-seventh of the total national income is saved 
annually. Of this total of national savings, 40% are made 
by business enterprises, 9% consist of accumulations of stocks 
of durable consumers’ goods such as home furnishings, auto- 
mobiles, personal ornaments and clothing, and the remainder, or 
51%, consists of savings made by individuals. 

The national income for 1926 as estimated by the National 
Bureau of Economic Research amounted to $89 billions. As- 
suming that one-seventh of this total amount of income was 
saved the total savings for that year must have amounted to 
$12.7 billions. 

Estimates of capital accumulation, a term corresponding 


1Willford I. King, The Net Volume of Saving in the United States, Journal of 
American Statistical Association, September and December, 1922, Vol. xviii, pp. 
305-323 and 455-470. 
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somewhat to savings but which probably does not include con- 
sumers’ goods in any form, were made for a number of years 
by Professor David Friday as follows :? 


1913..... $ 6,500,000,000 I9QI9Q..... $15 ,000,000,000 
IQIS§..... 9,000 ,000 ,000 1920..... II, 500,000,000 
1916..... 14, 500,000,000 1923..... 12,000, 000,000 
IQI7..... 18,000,000 ,000 1924..... 11 ,000,000,000 
1918..... 22,000,000 ,000 


Another estimate of total national savings arrived at in a 
different way was that presented by Joseph S. McCoy,® Govern- 
ment Actuary, who has found that the total savings for the 
five years ending in 1928 amounted to about $50 billions. These 
savings according to Mr. McCoy were made up as follows: 


BSSOCIALIONS «ccs 5c eiras eines shapes ae ted HO TERE PUGS MEER SOT OS $17 billions 
Investments in property shown by income tax returns........ 15 
Investments made by others not required to make out income 

tax TECUINS 6S asie's sedi d shine eee ee SE Lk Mea se etla ore ade 10 
Estimated hoardings not deposited and not invested......... 8 

Total aver ok eeid vlad suede wn tee tke $50 billions 


The average national savings during the period from 1924 
to 1928, according to Mr. McCoy, therefore, amounted to $10 
billions per year. A comparison of these three estimates made 
respectively by King, Friday and McCoy are, when one con- 
siders the difficulties of securing accuracy, not far apart. For 
present purposes we may assume that national savings amounted 
to about $10 or $11 billions in 1924, but probably in excess of 
$12 in 1926, and more nearly $14 billions by 1928. 

With total average savings amounting to $10 billions or 
more per year, as during the years from 1924 to 1928, the 
average savings thus amounted to $85 per capita and $365 per 
family. Obviously this is a very superficial generalization, 
since, as already shown, at least 40% of the savings are accumu- 
lated by business enterprises, 9% represent all gains in value of 


31913-1920, Washington, D. C., Chamber of Commerce of the United States of 
§ cial Bulletin, June 17, 19213; 1923, New Republic, February 13, 19243 

1924, “K Year's Savings,” New Republic, March 11, 1925. 

3 New York Evening Post, January 2, 1929. 
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durable goods in the hands of consumers, while only a little 
more than one-half represents the savings of private individuals, 
and a considerable portion, perhaps one-half of the corporate 
savings, are retained in the businesses in which they were made. 
The total distribution of savings probably does not amount to 
more than $50 per capita and $215 per family per year. 

In estimates of the distribution of savings it is also neces- 
sary to keep in mind that the distribution among actual families 
and individuals is very different from the statistical distribution. 
The actual distributions are greatly modified by all of the 
factors indicated in the list of conditions favoring savings. To 
illustrate, the savings of a few wealthy families far outweigh 
the total savings of a great number of families with small in- 
comes. This will be made clear further on. 


Trends in National Savings—While it would be extremely 
difficult, if not impossible, to give an accurate statement of 
the trends of national savings over a long period of time, it is 
possible to check the movements in savings in certain forms- 
over a period of several years. These more limited studies are 
illuminating in themselves and helpful to an understanding of 
the trend of all savings. 


In Savings Banks Since 1900.—During the period from 
1900 down to 1928, the number of depositors in savings banks, 
the amounts of deposits as well as the average per capita deposit, 
increased remarkably. There were also more savings banks in 
1928 than in 1900, although not as many as in 1915. Savings 
banks increased gradually in numbers from 1,002 in 1900, to 
2,1§9 in 1915, and then declined to 1,407 in 1928. 

The number of depositors increased from 6,107,083 in 
1900, to 15,004,558 in 1928, an increase during the 28 years 
of 146%, or an average annual increase of a little over 5%. 
According to these figures, if one takes no account of probable 
duplications where single individuals have deposits in several 
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banks, 8% of the population had savings bank deposits in 1g00, 
while 12.5% of the population had such deposits in 1928. In 
regard to the probable number of such duplications there is no 
information available. 

During the same period the amounts of deposits in savings 
banks have also increased from $2,449,547,885 in 1900 to $10,- 
234,041,000 in 1928, an increase of 317% for the whole period, 
or an average annual increase of a little over 11%, or more 
than five times as fast as population gained. There was a very 
rapid increase in the period from 1923 down to 1928, amount- 
ing to $13 billions or 86%. 

Besides the increase in number of depositors during this 
period there was also a 70% increase in average savings per 
depositor, that is, from $401 per depositor in 1900, to $682 in 
1928. During the same period school savings came into great 
prominence. In 1928, school savings banks held $24,000,000, 
representing the deposits of 4,000,000 pupils or an average 
deposit of $6 per pupil. The above increases refer only to sav- 
ings in savings banks. There are no available estimates of time 
deposits and checking accounts in other banks which also serve 
as pure savings. 


In Building and Loan Associations Since 1900—From 
1900 to 1927 the number of building and loan associations 
in the United States increased from 5,356 to 12,804, a total 
increase of 139% or about 5% per year. Membership in build- 
ing and loan associations increased even more rapidly than indi- 
cated by the formation of new associations. The membership 
increased from 1,495,136 in 1900 to 11,336,261 in 1927, an 
increase of 658%. The total assets of the building and loan 
associations showed even. a more marked increase. In 1900 
these assets amounted to $571,366,628, and in 1927 they 
amounted to $7,178,562,451, or an increase of 1,156%. The 
increase in the average holdings per member grew from $382.15 
in 1900, to $633.24 in 1927, an increase of 86%. During the 
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period from 1923 to 1928, total assets increased $3.8 
billions.* 


In Postal Savings Since 1911—Totals on deposit at the 
close of each fiscal year since the Postal Savings System was 
established were as follows: 


677,145 1920....... $157, 276,322 

20, 237,084 I192I....... 152,389,903 

33,818,870 LQ22 sa vcaiie 137,736,439 

43,444,271 1023....... 131,671,300 

65,684,708 I924.....05 132,655,147 

86,019, 885 1925....... 132,173,211 

131,954,696 1926.....45 134,178,558 

1918....... 148,471,499 1927 wsccesss 147,359,254 
IQIQ.....05 167,323,260 


These figures show the trend of increases every year from 
IQII to 1919, of decreases from 1919 to 1923, and moderate 
increases from 1923 down to 1927. 

The trend in postal savings has not been so steadily upward 
as has been the case in savings bank deposits or in building and 
loan associations. A comparison of the 1912 figures with those 
of 1927 shows an increase for the fifteen years amounting to 
628%, or an average annual increase in deposits of about 427% 
per year. Figured on a national per capita basis the postal 
savings amounted to $.21 per capita in 1912, and $1.24 per 
capita in 1927. While postal savings have shown a marked 
growth during the fifteen years, they represent only a very 
minor part of the total savings of the country, and judging 
from the movement from year to year during the last ten years, 
it is not likely to become a much more important factor. 


In Individual Bank Deposits Since 1923.—During the five 
years from 1923 to 1928, there was an increase in individual 
bank deposits throughout the country amounting to $13 billions, 
or over 33 1/3%. Reports of the American Bankers Associa- 
tion show the volume of savings on deposit in banks and trust 


4J. S. McCoy in New York Evening Post, January 2, 1927. 
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companies on June 30 of the last three years of this period as 
follows: ° 


Total Savings Average 
Savings on Number of per Savings per 
Deposit Depositors § Inhabitant Depositor 
1926. ......... $24,717,808,000 46,762,240 $arr $528 
1927... eee eeee 26,090,902,000 48,354,784 220 539 
1928.......... 28, 412,961,000 53,188, 348 237 534 


A large proportion of this increase in savings, according to 
reports, was due to the additions to the accounts of interest 
earned on deposits. 


Of Life Insurance Since 1900——There was a remarkable 
increase in life insurance in the period from 1900 to 1928. In 
1900, the number of ordinary life insurance policies in force 
was 3,176,051 with a value of $7,093,152,380. The average 
policy amounted to $2,233, and it has been estimated that only 
4.17% of the population were protected by life insurance in any 
amounts. In 1927, the number of ordinary policies had in- 
creased to 27,127,668 with an average value of $2,398, and it is 
estimated that 23% of the population were thus protected. 
Each year from 1923 to 1928 showed a new high record for 
sales of life insurance, the record sales for 1928 aggregated 
more than $8.9 billions, an increase of 5% over the high point 
of 1927. Life insurance, outstanding in 1928, amounted to 
$542 per capita as compared with $92 per capita in 1900. 

Besides ordinary life insurance, industrial and group in- 
surance showed marked increases during the same period. 
Group insurance sales increased from practically nothing in 
1913 to $1.5 billions in 1928, making a total of over $8 billions. 
As the average amount of insurance provided for each employee 
under the group plan is $1,000, about 8,000,000 wage-earners 
were protected in this way. The amount of group insurance 
more than trebled in the five-year period from 1923 to 1928. 

The influences and conditions of the World War period 
greatly accelerated the growth of life insurance as shown by 
the fact that the number of policies and the amounts of ordinary 
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life insurance practically doubled between 1915 and 1921. In 
1901 the total sales of new life insurance amounted to $2,020,- 
ooo. Sales increased gradually every year thereafter down to 
1913, when the new sales amounted to $3 billions, almost a 
50% increase over the sales twelve years previously. This 
represents an increase of about 4% per year. Following 1913, 
the sale of life insurance increased very rapidly. In 1928 the 
total of new life insurance sold amounted to $18.5 billions, an 
increase of over 500% above the 1913 total or an annual 
increase in sales of more than 33%. 

Industrial life insurance has also shown a remarkable 
growth since 1913 when new sales for the year amounted to 
less than $700,000,000. In 1928, the sales amounted to over 
$2.5 billions. The total industrial insurance in 1927 was $15,- 
548,448,326, with an average policy value of $188. 

Estimates for 1928 give a total of $95 billions for all life 
insurance and a total of 65,000,000 policyholders. According 
to these figures, were it not for duplications, more than one- 
half of the total population would be carrying insurance of one 
kind or another.5 The above figures represent an average 
policy of $1,444 and an estimate of $781 per capita. As in the 
case of savings bank deposits, it is not possible to estimate the 
amount of duplication on life insurance policies. 


Distribution of Savings 


Geographical Distribution of Savings—The various sec- 
tions of the country show wide differences in relation to the 
amount of savings. New England sustains its traditional 
reputation for thrift. A study of the number of bank depositors 
in relation to the total population of the various sections of the 
country shows that in New England there are 89 savings bank 
deposits to every 100 persons. Some persons may have more 
than one deposit, but even taking this into consideration New 
England shows the highest ratio of savings bank depositors. 


6A. R. Marsh, “American Insurance Showed Large Growth in 1928," The An- 
nalist, January 18, 1929. 
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Similar ratios for other sections indicate that 69% of the people 
in the Middle Atlantic states, 50% of the people in the Pacific 
states and 47% of those of the East Central states are deposi- 
tors. The West Central states and the Southern states show a 
much lower proportion, or only 14 accounts to each 100 per- 
sons.° Besides having the largest ratio of depositors to popula- 
tion, New England also shows the largest savings per depositor. 
The following Table, LX VIII," gives savings figures by state 
groups. Complete reports are included from national banks 
in all states, but in only 33 states were savings reported by 
state chartered banks and trust companies. 


TABLE LXVIII. GrocrapaicaL DistrRrBuTion oF SAVINGS DEPoOsITS 


IN BANKS 

No. of Savings Savings per 

States Savings 1928 Savings per Inhabitant 
Depositors | Depositor 1928 
New England...... $ 4,631,531,000 | 7,425,519 $625 $560 
Middle Atlantic. ...| 11,911, 364,000 | 19,655,057 606 431 
Southern.......... 2,047,153,000 | 4,537,923 452 63 
East Central....... 6,666,184,000 | 15,032,690 426 198 
West Central...... 798,902,000 | 1,561,004 SIr 86 
Pacific............ 2,357,827,000 | 4,376,155 538 272 
United States...... $28,412,961,000 | 53,188, 348 $534 $237 


The amount of life insurance per capita also varies greatly 
in the different states, the highest per capita insurance being 
$975, in New York. This is notably higher than the $754 per 
capita for Illinois, which comes second. The lowest life insur- 
ance protection is found in Mississippi with $240 per capita and 
in New Mexico with only $205 per capita. 


Occupational Distribution of Savings—According to 
estimates made by Dr. W. I. King, employees save about 5% 
of their annual wages and salaries, which make up about 20% 
of all savings, farmers save about 12% of their net incomes 


© Financial Chronicle, March 3, 1928, fi 1259. 
7 Trends and Indications, Dorrance, Sullivan, Inc., N. Y¥., February 11, 1929. 
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representing 12% of all savings, business men save about 33% 
of their annual incomes making up about 68% of all savings.® 

“Cost of Living in the United States,” which deals entirely 
with industrial workers and lower salaried people, that is, em- 
ployees, shows that an average of about 8% of total family in- 
comes of these groups is saved, the range being from 3.2% for 
insurance payments, which is the only form of savings possible 
for the groups with incomes under $1,200, to 14% for the 
group having incomes over $2,500 per year. While the per- 
centages of savings increased as the incomes increased, the 
percentages expended for insurance decreased from 3.2%, 
which represented the only savings for the group having in- 
comes of less than $900, to an average of 2.4% for families 
having incomes of over $2,500. 

The most usual form of savings among wage-earners is life 
insurance. Among the 12,096 families studied in “Cost of 
Living in the United States,” 86.3% of the whole group had 
some insurance with average premium payments of $48.38 per 
year. Even in the lowest paid group 81.3% of the families 
carried insurance at average payments of $31.63 per annum. 

Life insurance appears to be a well-established form of sav- 
ing and provision for the future in all classes. Recent estimates, 
which are borne out by the figures given above, indicate that 
from 65% to 90% of all industrial families have insurance of 
some form. In the lowest wage groups industrial insurance 
covered by weekly payments is common. Under this form of 
insurance the minimum payments are usually 25 cents per week 
per adult and 10 cents per week per child. Payments for insur- 
ance under this plan average from $1.30 to $1.50 per week per 
family. As the income increases the type of insurance changes 
from that requiring weekly premium payment to “ordinary” in- 
surance with quarterly, semi-annual, or annual premium pay- 
ments. 


®W. C. Mitchell, Business Cycles, National Bureau of Economic Research, N. Y., pp. 
1§2-153. : 
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The popularity of life insurance as a form of savings is 
probably due not only to the fact that it affords a very necessary 
protection against loss of income in case of death but also the 
fact that it induces regular saving by the assumption of a 
definite obligation. Many people apparently must be pressed by 
such obligations in order to save anything. It is possible that 
the rapid growth and success of savings through building and 
loan associations may be accounted for in the same way. An- 
other method of savings in which regularity of payments is 
stressed and which seems to be growing in popularity is the 
Christmas club. More than 8,000 banks now encourage this 
form of saving and the amounts of the Christmas club deposits 
are annually growing larger. Reports show that in 1922, 
$243,855,840 was accu ulated through Christmas clubs. In 
1928, the totals were more than double this amount. While 
much of the money deposited during the year in the Christ- 
mas club is used for Christmas spending, it has been estimated 
that about 30% is redeposited in permanent savings or other 
investments, and 11% or 12% is used for insurance premiums, 
mortgage or interest payments. 

In another study of living costs among workingmen’s 
families made by Beyer in Philadelphia in 1918,° families at all 
income levels from $600 to above $1,900 were found carry- 
ing insurance of some kind. Premium payments ranged from 
$22.39 to $75.12 per year, or from 1.8% to 4.3%. of the 
average annual incomes. The changes in expenditures for in- 
surance were not closely correlated to changes in income in 
this group. It will be recalled that in the report of the costs 
of living of the 12,096 families studied in 1918 by the U. S. 
Bureau of Labor Statistics, the percentage expended for in- 
surance actually declined as incomes increased. Savings were 
not reported as such in the “Workingmen’s Standards of 
Living in Philadelphia,” but no surpluses appeared until 


® 9 Beyer, er, Davis and Thwing, Workingmen’s Standard of Living in Philadelphia, The 
Macmillan’ Co., 1919 
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family incomes reached $1,100 per year. At this level surpluses 
were naturally very small and depended to some extent upon 
the size of families, the larger the families the smaller the 
surpluses. The groups having incomes of $1,800 to $1,900 
showed an average surplus of 2.8% of their annual incomes. 
Families having incomes over $1,900 showed a 3.8% surplus. 
In this report the savings are plainly dependent upon the size 
of the family. With incomes of from $1,100 to $1,400 per 
year families of not more than five or six people found sav- 
ings possible. With families of more than six persons not 
only were there no savings in the $1,100 to $1,400 income 
group, but also in the $1,400 to $1,800 income group as 
well. The figures presented in the report indicate that deficits 
in the family budgets were more likely to occur among the 
large families than among the smaller families. 

In “Cost of Living in a Small Factory Town,’’’® it was 
shown that 80.5% of the families carried life insurance, with 
an average annual premium of $38.83 per family. Besides 
insurance the family savings ranged from 9.6% of the incomes 
below $1,600 per year to 17% of the incomes over $2,000 
per year. 

It is rather difficult to get at the average savings of farm 
families as most of the investigations on the subject seem to 
have been made in relation to total expenditures rather than 
to total income. The savings of 402 farm families of Liv- 
ingston County, New York, for 19217" averaged $38, with 
average total family expenditures of $2,012. To this should 
be added $41 for life insurance, which would make the total 
savings amount to $79 per year or approximately 4% of the 
total income. 

Another study of 861 white farm families of Kentucky, 
Tennessee and Texas ” shows only 2.6% of the family ex- 
penditures of $1,436 for life and health insurance. In this 


10 


10 Bulletin 431, Cornell University Agricultural Experiment Station, Ithaca, N. Y. 
uE. L. Kirkpatrick, The Farmer's Standard of Living. 
22U. S. Dept. of Agriculture, Bulletin, No. 1382. 
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report it was stated that savings were also included with the 
insurance. A study of 300 farm families of southeastern 
Ohio shows that in families having cash incomes ranging 
from $1,000 to $1,500 per year, the expenses averaged about 
the same as the income so that there were no surpluses, but in 
families having cash incomes of over $1,500 there were sur- 
pluses averaging 17.6% of the total cash income. Life and 
health insurance took from 2% to 2.3% of the family ex- 
penses, and the percentage expended for insurance increased 
as the income increased, indicating a trend exactly oppositel 
from that found among the 12,096 industrial families in “Cost 
of Living in the United States.” These figures on farm 
savings do not necessarily contradict Dr. W. I. King’s esti- 
mate that farmers save about 12% of their incomes, for under 
Dr. King’s classification of savings were included all invest- 
ments in improvements of the farm property as well as in 
equipment. These items were apparently omitted in the farm 
Studies quoted above. 

The savings, including the investments, of the professional 
classes were shown in Dr. Peixotto’s study ** to amount to 
$774.34 per year, or 12.7% of the average incomes of the 
group whose individual incomes ranged from $2,000 to $10,- 
ooo per year. The lowest average percentage of savings found 
by Peixotto was 6.9, namely, for the group with incomes from 
$5,000 to $6,000. The highest average percentage for sav- 
ings, 22.1%, occurred among families having incomes of from 
$8,000 to $10,000. Individual families’ savings ran as low 
as 1% and as high as 33 1/3% of the total incomes received. 

In Peixotto’s professional group the most common type 
of saving was for insurance which was carried by about 94% 
of the families studied. No data were given showing the 
average premium paid or the average amount of policy. Life 


13“Sources and Uses of Income Among 300 Farm Families of Winton, Jackson and 
Meigs Counties, Ohio,” 1926, U. S. Department of Agriculture, Bureau of Agric. 
Econ., A Preliminary Report, Washington, May, 1928. ‘3 MM, 

1¢J. B. Peixotto, Getting and Spending at the Professional Standard of Living. 
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insurance was carried by 85.5% and accident insurance by 
28.2% of the group. Insurance costs ranged from 1% to 
10% of total expenditures. 

Savings bank deposits were carried by 37.5% of the group. 
The average savings deposits amounted to $270 per year. 
Investments in stocks and bonds or forms other than insurance 
and savings were owned by 39.6% of the group. The average 
amount of such investments was $500 and these investments 
were confined almost entirely to the higher income groups. 
On the other hand, 78% of those reporting bank savings 
were from families having incomes of less than $6,000 per 
year. 

Further light on the savings at professional levels is 
supplied by the study made at Yale University of the expenses 
of the faculty members.’° Of the 272 faculty members reply- 
ing to the questionnaire sent out, 251 or 92% reported some 
form of savings. It is of interest to note that 92.5% of the 
married men reported savings, while only 83.3% of the single 
men reported any savings. 

The forms of savings made by the Yale group were about 
the same as in the other groups studied. The most usual form 
of investment was insurance of some kind. Life, accident or 
annuity insurance was carried by 82% of those reporting. 
The median annual premiums ranged from $145 paid by 
instructors to $392 paid by full-time professors. These median 
premiums represented 5.1% of the instructors’ salaries, 7.2% 
of assistant professors’ salaries, 4.6% of associate professors’ 
salaries, and 4.2% of the salaries of full-time professors. 
As might be expected, a larger percentage of married men were 
insured than of single men; 87% of the married and 69.350 
of the single men carried insurance. 

The average total amounts of all forms of savings re- 
ported by the Yale group ranged from 6.7% to 18.1% of the 
annual salaries. Single men reported savings of from 14.2% 


% Costs of a University Faculty, Yale University Press, 1928. 
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to 18.1% of their salaries. Married men without children 
saved from 10% to 17.7% of their salaries, while married men 
with families saved from 6.7% to 14.7%. Only 55% of the 
faculty members showed savings other than for insur- 
ance, and 8% of the total included in the study reported 
deficits, 


Savings at Various Standards of Living 


In the three lowest standards of living groups listed in a 
previous chapter, “the public and semi-public charges,” “the 
work-shy, tramps, hoboes and incompetents,” and ‘‘the poverty 
group,” savings are obviously impossible. In the fourth, or 
“bare subsistence group,” small savings appear, generally in 
some form of insurance. From this point up through the 
higher standards of living, savings and investments become 
increasingly possible and usually appear not only in increasing 
amounts but also in increasing percentages of the total incomes 
or of the total expenses, whichever is used as the basis of com- 
putation. 

“Cost of Living in the United States” gives some very 
interesting facts on the saving possibilities in the industrial 
groups. These facts are summarized in the following table, 
LXIX. 

The possibility of savings at the different income levels 
is clearly, to a large extent, a question of family management 
of incomes. Even the group having annual family incomes 
of less than $900 and showing as a group average annual 
deficits of $30.02, not less than 41% of the families show 
savings, which for this group amount to 5.8% of their annual 
incomes. Local conditions also probably influence the pos- 
sibilities of savings, for it was found that in 23 of the 96 
communities studied average annual surpluses were recorded at 
all income levels. 

At the $900 to $1,200 income level, more than one-half 
of the families were able to save on an average 6.3% of their 
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incomes, although other families within this income group 
showed deficits of about 10% and still other families broke 
even. The general average for the whole group remained a 
small deficit. 

In the groups of families having incomes of more than 
$1,200, savings were higher so that the average for all 
families in this classification resulted in a definite, though 
small, surplus of 3.2% of average incomes. Above $1,200 the 
percentages of surplus increase as the incomes increase until 
in the group having incomes above $2,500 a surplus of 11.5% 
of the average income appears. In this highest income group 
86.7% of all the families included were able to make surpluses 
which amounted to 18% of the average income. This, how- 
ever, was counterbalanced somewhat by the fact that the re- 
maining 13% of the families in this group suffered deficits 
averaging 7.6% of their average incomes. 

While in each group a certain proportion of the families 
were unable to keep within their incomes, it was also true that 
as the incomes increased the percentages of families having 
deficits decreased and the deficits that occurred declined 
regularly. 

The total savings possibilities of this industrial group as 
represented by surplus and insurance payments is shown in 
Table LXX on page 504. 

While industrial families having three or four children, 
according to the “Cost of Living in the United States,” were 
as a rule able to save from 6% to 14% of their annual in- 
comes, ranging from $1,200 to over $2,500, a much larger 
salary is necessary before the same percentages of savings 
could be made by families living up to the requirements of pro- 
fessional standards. A study of expenditures of members of 
the Yale faculty #* showed that married instructors with two 
children and with a median income of $3,125 have a median 
total saving of 7.1%; married assistant professors with two 


16 Incomes and Living Costs of a University Faculty, Yale University Press, 1928. 
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TaBLE LXX. Savrncs or INDUSTRIAL WorKERS’ FAMILIES 
From “Cost of Living in the United States.” 


SAVINGS 
5 % of 
verage Savings of 
Income Groups Income Average 
Income 
Under $g00........ $ 812.89 3.2% 
$ g00-$1,200..... 1,075.42 3.0 
I,200- I,500..... 1,343.79 6.1 
1,§00- 1,800..... 1,631.54 8.6 
1,800- 2,100..... 1,924.87 1r.5 
2,100- 2,500..... 2,272.18 12.3 
2,500 and over...| 2,790.25 14.0 
All incomes. ....... $1,513.30 8.0%% 


children and a median income of $4,950 have a median saving 
of 11.1% of the income, and those faculty members with three 
or more children and a median income of $5,500 save 13.4% 
of the income; married associate professors with three or four 
children with a median income of $6,000 save 10.5%; and 
married professors with three or four children and with median 
salaries of $9,000 save 11.1% of their incomes. This analysis 
of the spending of a professional group does not show the 
regular increase in percentage of savings which paralleled in- 
creases in incomes in the industrial groups. . The lowest per- 
centage of savings shown for professional families made up 
of four persons was 3.3% on an average income of $2,200, 
and the highest was 20.5% on an average income of $13,000. 
The highest percentage of saving for a family of five was 
17.2% of an average income of $5,400. 

Peixotto’s study of the living costs of the faculty members 
of the University of California?” also showed no general 
trend of increasing savings with increased incomes. The 
lowest mean percentage was 6.9% on incomes of $5,000 to 


171J. B. Peixotto, Getting and Spending at the Professional Standard of Living, 
The Macmillan Co., 1927. 
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$5,999. The highest mean percentage saved and invested was 
22.1% by families having incomes between $8,000 to $9,999. 
Sizes of families were not indicated by Peixotto so that it was 
not possible to compare savings among families of various 
sizes, but nearly 80% of the families studied had less than 
three children and 28% had no children. 


Forms of Family Savings—As previously indicated, the 
most common if not the only form of savings in most of the 
very low income groups is insurance. In some cases insurance 
is carried that will provide some protection in case of illness, 
but more often it serves merely to provide a decent funeral and 
leaves little or no protection for a dependent family. The death 
of the chief wage-earner often reduces families who have 
been living at the minimum comfort or comfort levels to the 
poverty level where some charitable assistance becomes neces- 
sary. It seems that only among the moderately well-to-do, 
the well-to-do and in the liberal standards of living, are there 
to be commonly found adequate provisions for the maintenance 
of current standards of living through insurance or other 
provisions to take care of the future of the family, in case of 
the death of the principal income-earner. 

Besides insurance other forms of savings common to low 
income groups are those institutions which encourage small 
savings, such as dime and other savings banks, postal savings, 
Christmas clubs, and so forth. The building and loan asso- 
ciations are helpful to the families in the comfort and moder- 
ately well-to-do classes who would find great difficulty in 
financing home ownership on any other basis. During the 
World War the intensive government thrift campaigns gave 
great impetus to investment in thrift stamps and government 
bonds. Through this campaign, knowledge of bonds in low 
denominations became widely disseminated and the ownership 
of stocks and bonds among the low and moderate income 
groups is progressively increasing. 
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The family budget studies to which reference has been 
made do not give detailed information as to the forms which 
savings take, but Peixotto’s study of professional spending 
brings out the point that “investments” as contrasted to “sav- 
ings’ are more common in the higher income groups. This 
is probably rather universally true as in the low income groups 
savings must be easily available so that they may be im- 
mediately drawn upon in emergencies. It is not always possible 
to dispose of stocks or bonds quickly without a risk of financial 
loss. Those in the higher income groups usually have, besides 
their investments, reserves of credit if not of cash which may 
be utilized in case of urgent necessities. 


Norms of Saving.—The public interest in the thrift move- 
ments which was so highly stimulated during the World War 
period has been kept alive by many forms of promotion since 
that time. Books, magazine articles, advertising, and educa- 
tion have kept the people in line for increased efforts. Many 
model budgets have been prepared and circulated. These budg-. 
ets are often effective propaganda for savings. In some cases 
it seems that the possibilities of savings are exaggerated. They 
are, however, interesting and for the most part do not advo 
cate savings larger than the results found in the various cost 
living studies indicated as possible and practicable. 

Savings possibilities vary indirectly with the size of the 
family and directly with the size of the income. Family ex- 
penses of nearly all kinds increase with the additions of new 
members to the family. Unless there are substantial savings 
that may be drawn upon or unless there is an increase in in- 
come, the birth of another child in a low income family usually 
means that the family standard of living must fall. 

As previously mentioned, in the first three standards of 
living there is no possibility for saving. In the bare subsistence 
level attempts at savings begin but are only possible through the 
utmost thrift and good management. Such savings under 
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the best of conditions could scarcely be more than 3% of the 
family income, and would be promptly wiped out in any 
emergency. 

Real family savings begin in the standards of living above 
the bare subsistence level. Insurance is the commonest form. 
Other forms begin to a noticeable degree in the ‘minimum 
for health and efficiency” level. At this standard of living sav- 
ings up to 5% of the total incomes are possible. 

Home-owning becomes possible in the “minimum comfort” 
level through building and loan associations or other plans 
where regular small payments are possible. Families living 
at the minimum comfort level probably find it no impossible 
hardship to save from 5% to 7% of their family incomes. 
In the comfort standard from 7% to 10% can probably be 
saved. In the moderately well-to-do group family savings of 
from 10% to 15% are possible. 

According to a budget plan published in Babson’s Reports, 
January, 1928, it is not until a saving of 15% of the family 
income is possible that one-half or more of the “accumula- 
tion” money can be safely placed as investment rather than in 
the form of insurance. Up to this level insurance should re- 
ceive two-thirds or more of the total accumulations. 

In the well-to-do standard savings may amount to from 
15% to 25% of the family income. In the liberal standards 
from 25% to 50% of the income can, if desired, be set aside 
from consumption. It is in this group, according to Babson, 
that a certain part of the accumulation fund may be used as 
a speculative fund. Among families with incomes that do 
not permit liberal standards of living, speculation in invest- 
ments is economically unsound and dangerous. Even among 
families enjoying the liberal standards the amount set aside 
for speculative purposes should take only a minor part of the 
total assigned for accumulation. 
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CHAPTER XX 


MEASURES AND INDEXES OF CONSUMER 
DEMAND 


Much progress has been made during the last ten years in 
the collection, compilation and publication of statistics of busi- 
ness useful in interpreting trends of production and distribu- 
tion. There has been a very wide application of such figures 
as aids in business planning. Much of such statistical analysis 
that has been carried on so far has been primarily helpful in 
guiding the volume of production of raw materials and of 
goods in various stages of manufacture and only incidentally 
the volume of distribution of goods to consumers. However, 
out of the long list of statistical indexes of business trends now 
available, there are certain ones that are at least indicative of 
conditions and trends in the consumption of goods. The grow- 
ing interest in the character and trends of consumption is as- 
surance that indexes of consumption will probably come into 
more general use and it may be confidently expected that such 
indexes will be continuously refined and improved. 

One of the earliest efforts in this country to find a satisfac- 
tory measure of purchasing power and, incidentally, of changes 
in consumpion was made by means of a prize contest held in 
1922-1923 by the J. Walter Thompson Company, New York, 
one of the leading American advertising agencies. Substantial 
prizes were offered for suggestions on practical measures of 
the purchasing power of communities, the extent and movement 
of consumer demand. A large number of contestants entered 
essays on the subject out of which the three documents winning 
the prizes were published in book form under the title, “Pur- 
chasing Power of the Consumer.” 
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The first prize, earned by Professor William A. Berridge 
of Brown University, presented a theory that consumer pur- 
chasing power might be effectively measured by an index of the 
earnings of industrial workers. On this basis Professor Ber- 
ridge presented tabulations of earnings of workers in several 
industries and then combined these into a general index of 
earnings of industrial workers. This, in turn, was converted 
into an index of commodity purchasing power against which 
certain tests were applied such as retail sales, working class 
savings, physical volume of goods produced, value of magazine 
advertising, and so on. 

This method of measuring consumer demand and its trends 
is easily followed. The necessary information is available to 
everybody. Data on employment and on payrolls of fac- 
tories in many industries are published monthly by several 
states and by the U. S. Bureau of Labor Statistics in the 
Monthly Labor Review. The obvious objections to this index 
of consumption is that it presents information limited solely to 
industrial workers. While a considerable percentage of the total 
population is dependent either directly or indirectly upon in- 
dustrial workers’ incomes, and while still other groups may 
possibly share the same cycles of prosperity and depression, 
there are certainly other important groups whose purchasing 
power bears no connection whatever to the incomes of industrial 
workers. Such an index would not help very much as a meas- 
ure of purchasing power of other important classes such as 
farmers and farm workers, employees in the construction in- 
dustry, small business men, professional people, and so on. 
Presumably all classes of workers are affected similarly by the 
same general economic conditions, but these general indexes 
are of little specific value to special lines of industry and spe- 
cial forms of distributions. Professor Berridge’s method of 
measuring consumer demand is of special value in communities 
in which industrial work is the chief source of income. In 
other places other indexes will probably prove more valuable. 
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The second prize in the J. Walter Thompson contest went 
to Dr. Emma A. Winslow for suggesting that family budget 
studies might be used in the construction of a statistical index 
of the purchasing power of consumers. Dr. Winslow sum- 
marized the findings of the principal family budget studies 
which had been made up to the time of this contest, indicat- 
ing the relations of family expenditures for various classes of 
goods to family incomes and the changes in proportions of ex- 
penditures due to differences in incomes, to size of family and 
to geographical location. 

Dr. Winslow’s contribution strikes very definitely at the 
center of the problem of measuring consumer demand. The 
method she offers seems to be the most logical approach. The 
difficulty, however, in using this method is the lack of sufficient 
information currently obtained upon which to base an index of 
consumer demand. Studies of family budgets, as elsewhere 
indicated, have followed no regular or standard procedure as 
to method of collection or compilation. Nor has there been 
any regular, periodical collection of such information. Com- 
parisons of the results of such studies as have been made in- 
volve many difficulties, not only because of differences in 
methods of compilation but also because of differences in pur- 
poses. Their findings have often been presented so as to illumi- 
nate only those purposes. To make family budget studies 
highly effective as a measure of the purchasing power of the 
consumer there is needed regular periodical revision based on 
actual budget studies to determine changes in standards of liv- 
ing brought about not only by changes in income but also by 
changes in fashion and custom. Furthermore such studies 
should be extended to include persons and families represent- 
ing all planes of income and standards of living instead of 
limited classes and groups, such as the working classes. 

Family budget studies made so far fail in both of these im- 
portant particulars. Even since Dr. Winslow’s essay was 
completed in 1923 there have been great changes in consumption 
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due to changes in custom, fashion and new inventions that 
have been revolutionary. The older budget studies are largely 
out-of-date except for purposes of indicating past trends and 
general suggestions for present situations. 

If provisions were made, as for example, by the Federal 
Government for continuous, periodical studies of consumption 
as revealed in family budget studies at the various standards 
of living, then we could have an ideal index to consumer de- 
mand. The expensiveness of collection of such information, 
however, is so great that for the time being it is scarcely to be 
hoped that a continuous or running index of this nature may 
become available. 

The third essay in the J. Walter Thompson contest series 
was submitted by Richard A. Flynn, Chief of the Division of 
Employment of the New York State Department of Labor. 
For a number of years, New York, in common with certain 
other states, has compiled statistics on the number of appli- 
cants for work and the number of positions filled by public 
employment offices. In his essay, Richard A. Flynn offers 
the simple suggestion that the ratio of applicants for employ- 
ment to the number of persons actually employed from week 
to week or month to month supplies a fairly reliable index to 
employment conditions and therefore to income and purchasing 
power. The very simplicity of this plan makes it a very desir- 
able one and deserves the attention of those interested either 
in production or distribution of goods directly to consumers 
and is of special value in communities or local territories in 
which figures such as used by Flynn are available. 

A study of the past records of employment in the State of 
New York as presented by Flynn shows that increases in in- 
dustrial work are reflected by increases in employment and that 
as production and other forms of industry become more active 
the employment likewise grows rapidly and, at the same time, 
under similar conditions of increasing industrial activity the 
number of applicants seeking employment declines, so that the 


Google 


512 ECONOMIC PRINCIPLES OF CONSUMPTION 


higher the ratio between applicants and employment, the 
lower the industrial activity and the lower the revenue resulting 
therefrom, which may obviously be interpreted as a decline 
of purchasing power. 

In addition to the suggestions offered by the prize winners 
in the J. Walter Thompson Company contest, various other 
indexes of business activity have been offered as aids in de- 
termining the extent and direction of consumer demand. The 
indexes of general business activity prepared by business re- 
search and statistical organizations have been urged as a means 
of measuring consumer demand. Among these may be men- 
tioned the index worked out by W. I. King, who was one of 
the first to combine a number of business statistics with various 
weights to arrive at a composite general business index.’ 
Other indexes have been prepared by Day,’ by Stewart,® and by 
Snyder.‘ 

King’s composite index of general business traced the de- 
velopments of fifteen different business factors for which 
statistics were available from 1880 down to 1920. Among 
these fifteen series there were representatives from mining, 
agriculture, trade and transportation. All dollar values were 
reduced to a 1914 basis. Stewart broadened the base of the 
general index by including statistics of trends in 91 different 
lines covering the period from 1890 down to 1919. Out of 
these g1 series 39 were from production of raw materials, 50 
from manufacturing and two from transportation. 

Day’s general business index was based on statistics of 
production in agriculture, mining and manufacturing covering 
the period from 1899 down to 1919. In the preparation of this 
general index each individual series was weighted according 
to the value of its product in relation to the total value of all 


1W. I. King, “Is Production Keeping Pace with Population?” Bankers’ Statistics 
Corporation, pei 44, 1924. 
“An ges a Physical Volume of Production,” Review of Economic 
Statistics Jancary, 192 
3 Ww. W. Stewart, An odes Number of Production,” American Economic Review, 
March, 1921, 
«Carl Snyders ‘American Economic Review, March, 1921, p. 70. 
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the products included in the index and also in relation to the 
aggregate value and as indicated by the U. S. Census for the 
fields of agriculture, mining and manufacture. All values 
were reduced to 1909 and 1913 averages. 

Snyder’s index of general business activity was based on a 
number of series of business statistics representing many lines 
of productive activity. Other statistics were obtained from 
the production of 49 commodities extending from 1870 to 
1924. This, in turn, was checked with another general index 
made up of the statistics for 87 commodities most of which 
were carried back as far as 1870. 

The results of the studies of King, Day, Stewart and 
Snyder, when represented in a graphic way, year in and year 
out, show very similar results proving that a method of com- 
bining business statistics properly weighted offers an accurate 
picture of general business trends. Another interesting fact 
found in these studies and referred to by Snyder is that the rate 
of general business growth on the average is about 334% per 
year as far back as information is available.® 


Harvard Economic Service Index of General Business.— 
The Harvard economic service under the direction of Professor 
Warren S. Persons and other members of the faculty of Har- 
vard University began making statistical studies and issuing 
analyses of business conditions on the basis of current trends 
in 1919. The general business index prepared by the Harvard 
Economic Service is a weighted average of the running statis- 
tics of 50 different business items, compiled regularly and 
running back to the beginning of the present century. Among 
these series are included security prices, building construction, 
production of such commodities as pig iron, imports, business 
failures, bank clearings, wholesale prices, earnings of leading 
railroads, dividend payments by industrial corporations, loans 
and discounts of New York banks and interest rates. 


5 Carl Snyder, Business Cycles and Business Measurement, 1927, p. 57. 
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The Babson Service.—One of the earliest attempts to con- 
struct a practical index of general business activity available to 
the public on a commercial basis was made by the Babson Sta- 
tistical Organization. This index, like the foregoing, has been 
constructed by combining several series of business statistics 
including immigration, value of building contracts in 20 princi- 
pal cities, total liabilities involved in business failures, check 
transactions as reported by the Federal Reserve Banks, Brad- 
street’s wholesale price index, imports and exports, foreign 
money rates, domestic money rates, value of farm crops, gross 
earnings of railways, an index of Canadian business conditions 
and an average of security prices made up on stocks of 20 rail- 
roads and 20 industrial concerns. 

The Babson index has received very wide attention through 
the development of an extensive list of subscribers. In con- 
nection with the publication of the index the Babson service 
also seeks to interpret and state its effect on various lines of 
business and in giving advice on when to buy and sell. 


The Brookmire Economic Service.—The Brookmire Eco- 
nomic Service seems to have been the pioneer in constructing 
a general business index by combining several individual busi- 
ness series on a commercial basis. The early work of the 
Brookmire organization has been in large measure followed by 
the Harvard Service. Among the series used in forming the 
composite general business index issued by the Brookmire serv- 
ice are statistics of banking funds, of security prices, bank 
clearings, railroad earnings, immigration, imports, building con- 
struction, pig iron prices and commodity prices. 


Moody’s Investor’s Service.—This index of general busi- 
ness activity is intended to show the general current business 
trends as a basis for forecasting investment purposes. This 
‘index is a composite of 14 series of data including average 
daily bank clearings, operating revenues of Class I railways, 
merchandise imports and exports, pig iron production, soft 
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coal production, Dun’s index of commodity prices, freight car 
surpluses, unfilled orders of the U. S. Steel Corporation, lum- 
ber prices, interest rates, cotton goods prices, an average of 
prices of 50 leading stocks and commercial failure liabilities. 
Each of these factors is given a certain weight before com- 
bination with the others in forming the general business index. 


Standard Trade and Securities Service—One of the most 
recent entrants among the commercial organizations present- 
ing a general business index to be used as an indication of 
current business trends and in business forecasting is the Stand- 
ard Statistics Co., which in 1921 began to issue a service 
including an index of general business activity. This organi- 
zation had, for many years previous, been engaged in the 
collection and publication of business statistics for other pur- 
poses. The Standard Service, unlike the previous statistical 
services already mentioned, apparently does not adhere to 
any one set of business factors in the compilation of its gen- 
eral business index but, instead, offers such information on 
business trends as may be significant and important in business 
forecasting. For example, the Standard Service has at various 
times emphasized the bank credit ratio of deposits to loans, 
stock prices, bank clearings, rediscount rates and industrial 
production. 


Criticism of General Business Indexes as Guides to Con- 
sumer Demand.—All of the foregoing indexes of general busi- 
ness activity aim primarily at general business prediction. A 
certain amount of regularity in up swings and down swings of 
business activity is assumed as a part of a business cycle 
theory to which all of the foregoing in some measure sub- 
scribe. Clearly these indexes are highly useful for periods 
of economic strain, when the business swings are of high 
amplitude. In a period of general business stability a gen- 
eral index can do no more than state that business is generally 
stable. The business indexes foretold the business depression 
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of 1920-1921, the rise in 1923 and the decline of 1924. Busi- 
ness prediction by means of general indexes maintained an 
undramatic position from 1925 through 1928. This undoubt- 
edly was partly due to the stability and even progress of busi- 
ness during these years and partly to the better judgment of 
business men, educated to understand the significance of the 
rises and falls of business activity. Thus, it is believed by some 
that a full knowledge of the business cycle and a practical ap- 
plication of that knowledge by business men will prevent, and 
perhaps has prevented, the wide swings that would otherwise 
have occurred. 

Obviously, indexes of general business activity, even if 
highly accurate, have only a limited bearing on trends of con- 
sumption and of consumer demand. Specific compilation of 
statistics of individual commodities and groups of commodi- 
ties are more valuable. The general indexes of business have 
their value but chiefly as a check for more specific informa- 
tion. The consumption of some commodities obviously in- 
creases very rapidly as general business conditions and 
consumer income rise, while others seem to obey quite dif- 
ferent rules, in fact, in some cases, actually decline as business 
improves. Some account of this will be taken a little farther on. 


Specific Commodity Indexes—Among the indexes of 
special commodities and commercial movements which are avail- 
able regularly and which may have a more distinct value in de- 
termining consumer trends and consumer demand for specific 
commodities are the manufacturing, production, employment 
and payroll by industries such as automobiles, lumber, cotton, 
silk and wool, the agricultural output of animal products and 
grain crops; forest products, minerals, crude petroleum, bitumi- 
nous coal and copper; electric power production, building con- 
struction, unfilled orders, warehouse stocks, wholesale prices, 
retail food prices, cost of living, merchandise distribution at 
wholesale through department stores, through mail order 
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houses and chains; imports and exports; car loading and cer- 
tain bank figures. All of the foregoing are available monthly 
in the “Survey of Current Business” published by the U. S. 
Department of Commerce. Some of these indexes appear in 
identical form and also in other variations in the monthly 
Federal Reserve Bulletin published by the Federal Reserve 
Board in Washington. The indexes of factory employment 
and payroll appear in the Monthly Labor Review published by 
the U. S. Bureau of Labor Statistics. 

The foregoing documents will well repay the student of 
consumption for careful study, first, as a means of determining 
what indexes are available, and, secondly, as a help in deter- 
mining what particular indexes may be most serviceable for 
an individual business or purpose. 

Manufacturers of merchandise, whose principal outlets are 
among consumers in manufacturing towns and the smaller 
wholesalers and retailers whose trade is largely concentrated 
in manufacturing centers, would naturally be very much more 
interested in an index of manufacturing activity and, if possi- 
ble, an index of the particular kind of manufacturing activity 
which corresponds to that of the communities in which their 
business interests lie than in the more general statistics. The 
Federal Reserve Bulletin which presents separate monthly 
indexes for the various kinds of manufacturing production 
is an excellent source of information. 


Raw Materials and Production Indexes.—It is clear that 
an individual business may be interested in indexes, not only 
of consumption as they apply to the commodities handled, but 
also in indexes affecting the production of supplies of raw 
materials or other commodities used in such production. Thus 
manufacturers and wholesalers of groceries would be interested 
not only in the payrolls and incomes of the consumers in the 
territories in which their food products are consumed but 
also in an index of raw materials used in food manufacturing 
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and of food manufacturing itself as a guide to the competition 
existing and to be expected in their lines. 

Among the various indexes which seem most directly appli- 
cable to the measure of consumer demand may be mentioned 
factory employment and factory payrolls in the industrial sec- 
tions and agricultural production in the farming regions. Other 
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Plate 3. Index of Average Weekly Wages for Factory and Unskilled 
Labor, Teachers and Clerks 


indexes such as the amount of other production or of building 
construction in any given community are naturally of im- 
portance. Plate 3 presents an “Index of Average Weekly 
Wages” for factory and unskilled labor, teachers and clerks 
for the period from 1913 to 1927. 


Chain Store and Mail Order House Sales Indexes.—Chain 
store and mail order house sales figures regularly published 
by the Federal Reserve Board would seem of considerable 


Google 


MEASURES AND INDEXES OF DEMAND 519 


value as indexes of consumer demand. Chain store activity 
in general is supposed to represent big city conditions and mail 
order houses are supposed to represent country and small town 
conditions. As a matter of fact, the indexes of activities in 
both chain stores and mail order houses are delusive. Growth 
is very rapid in both fields, but this growth is largely due to in- 
creases in numbers of stores established. Thus this increase, 
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Plate 4. Grocery Chain Store Sales 


so notable for several years, merely represents more units and 
not an increase in sales per unit. The rapid gains in sales in 
chain stores and mail order houses, during the past ten years 
are therefore not at all representative of gains in consumer de- 
mand but, as indicated above, they are probably representative 
of transfers of business from independent stores to chain and 
mail order stores. The chain stores have consistently gained 
from 12% to 15% per year for at least ten years. Obviously, 
there has been no such gain in actual consumer demand cov- 
ering the wide field of goods handled by these stores. Chain 
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store sales trends have been summarized and are presented 
in graphic form in Plates 4, 5, 6 and 7, respectively, for grocery 
chains, five-and-ten-cent chains and drug chains, cigar chains 
and candy chains, and apparel chains and shoe chains. 

Prior to the period of the World War and before the big 
mail order houses went into the chain store field, mail order 
house statistics may have been of real value as a guide to busi- 
ness conditions and of consumer demand in the country and 
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(Survey of Current Business, February, 1929) 
Plate 5. Five and Ten Cent and Drug Store Sales 


small towns. At that time a large part of the volume of sales 
in the larger mail order houses came from agricultural sec- 
tions. A rapid increase in sales volume might then, very prop- 
erly, be taken as an increase in consumer demand. Since the 
World War and particularly since 1923, changes in rural trade 
brought about by the introduction of automobiles and the de- 
velopment of good roads, together with the change of policy 
in business expansion of the larger mail order houses have 
made these figures largely valueless as an index of consumer de- 
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Plate 6. Cigar and Candy Chain Store Sales 
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Plate 7. Apparel and Shoe Chain Store Sales 
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mand in agricultural communities. The mail order houses are 
now rapidly becoming giant chain store institutions. They 
are enjoying a large volume of business obtained from indus- 
trial and commercial centers. An index of sales increases in 
the mail order house, much the same as in the case of the chain 
store, is merely an index of change in channels of distribu- 
tion from independents to mail order houses in the distribution 
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Plate 8. Mail Order Sales 


of consumer goods. Plate 8 shows the trend of mail order 
house sales for the period from 1919 to 1928, inclusively. 


Department Store Sales Index.—The department store 
sales index, however, presents what seems to be a very in- 
teresting and helpful guide on the extent of consumer demand 
and the direction of its trends for those classes of commodities 
carried in such stores. Among such goods for which sales 
indexes are available are apparel, particularly for women and 
children, yard goods, shoes, hosiery, leather goods, jewelry, 
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home furnishings, toilet goods, notions, china and glass, lamps 
and other similar wares. 

The department stores, unlike the chain stores and mail 
order houses, have been mature distributive institutions for 
several years. They have shown only gradual increases in 
volume and the variations from month to month have been as 
likely to be downward as upward. It is not likely that the 
rapid growth of chain stores and mail order houses has up to 


(Survey of Current Business, February, 1929) 


Plate 9. Department Store Sales 


the present point made very deep inroads into department 
store volume. The gains of the chains and mail order houses 
have undoubtedly been largely at the expense of small, inde- 
pendent stores. So far as observation goes the department 
stores have been able to hold their own against the competition 
of chains. On the other hand, department stores are not ex- 
tending and expanding in any way comparable to the chain 
stores or mail order houses. They have apparently reached 
the climax of their spreading activity. It may, therefore, be 


, oe 


Google 


524 ECONOMIC PRINCIPLES OF CONSUMPTION 


presumed that the sales volume of department stores very 
fairly represents the actual consumer demand for the com- 
modities they carry. Plate 9 presents the facts concerning the 
sales trend of department stores from 1919 through 1928. 


Wholesale Trade Index.—The monthly indexes of whole- 
sale trade both in total and by individual lines published by the 
Federal Reserve Board may not only be taken as a guide to 
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(Federal Reserve Bulletin, January, 1929) 
Plate 10. Wholesale Trade Index 


wholesale activity but also, inasmuch as wholesalers obtain most 
of their volume from independent stores, as an indication of 
the trends of sales among independent retail stores. Thus a 
declining wholesale trend in such lines as groceries, dry goods, 
women’s clothing and furniture, probably means declines in 
retail sales in these goods through independent outlets. This 
is not, of course, to be taken as a measure of decline in con- 
sumer demand, but rather that the independents have lost 
ground to the chains and mail order houses. Plate 10 shows 
the trend of wholesale sales from 1919 through 1928. 
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Indexes of Demand for Clothing, Footwear and Furni- 
ture.—In such lines as clothing, dry goods, boots and shoes, 
furniture, and so on, the index of department store sales vol- 
ume supplemented by the index of sales at wholesale may be 
taken as the best available guide to consumer demand in these 
lines. 


An Index of Consumption of Food.—No such index of 
consumer demand seems to be available for food products. 
Department stores do not, as a rule, handle foods nor are there 
any other outstanding institutions in the food field for which 
statistics are gathered which have been able to hold their own 
against chain store competition. The index of wholesale gro- 
cery sales shows a continuous decline, probably because of chain 
store growth. It is possible that the index of chain grocery 
store sales to which the objection applies may be combined 
with the index of wholesale trade in groceries and meats to 
form an index of consumer demand for food, for, as already 
mentioned, the chain store gains represent increases in number 
of units at the expense of independent stores, rather than any 
change in consumer demand. The main obstacle to this pro- 
cedure is the fact that wholesale trade is by no means entirely 
confined to independent stores. A considerable proportion of 
wholesale trade in grocery lines is with chain stores. It is im- 
possible, from facts now available, to determine the probable 
proportions. An index of factory production in food lines, if 
monthly figures were available, might be utilized in arriving at 
a fair picture of the trend in consumer demand in food. 


Miscellaneous Indexes of Consumer Demand.—Other in- 
dexes that throw light on the extent and direction of consumer 
demand include individual bank deposits; sales of automobiles ; 
of insurance; gasoline consumption; magazine circulation; ad- 
vertising linage; the number of telephones in use; the number 
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of retail outlets and the consumption of individual commodities 
for which figures are available, such as tea, coffee and cocoa, 
all of which must be imported; meat, butter, oleomargarine, 
sugar, flour, silk, boots and shoes and tobacco, for which pro- 
duction and consumption figures are available. Plates 11 to 
25 present the trends of some of these lines. 


—— Unit = Billion Gallons 
-—-—= Population Trend 


ieee teas in wee by_Carl Snyder; Facts and Figures of the Auto- 
mobile Industry, 1928) 


Plate 13. Gasoline Production 

Progress in Consumer Demand Since 1923.—The indexes 
of general business activity, of industrial payrolls, of agri- 
cultural, mineral and lumber production, of transportation and 
trade indicate that the progress made between 1923 and 1928 
was comparatively slight compared to the growth of business 
in the preceding five-year period. However, it is probable 
that during this period large masses of the people were able to 
improve their standards of living. In spite of the fact that 
the total dollar income may have gained but little, it seems likely 
that the general average standard of living gained consider- 
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Plate 18. Per Capita Meat Consumption 
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(Wheat Studies of the Food Research Institute, July, 1926; Commerce Year 
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Plate 19. Per Capita Butter Consumption 
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Plate 20. Per Capita Sugar Consumption 


Unit = Million barrels 
-—.—Population 


1915 16 17 18 #19 20 21 22 23 24 25 26 27 28 


(Business Cycles and Measurements by Carl Snyder; Survey of Current Business, 
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Plate 21. Wheat Flour Production 
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(Commerce Year Book, 1923) 
Plate 22. Per Capita Flour Consumption 


(Business Cycles and Measurements by Carl Snyder; Approximate Figures from 
Silk Association of America) 


Plate 23. Silk Consumption 
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Plate 24. Boot and Shoe Production 
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ably. This paradoxical situation may be explained by the 
changes that occurred and are still occuring on a large scale in 
the life of the American people. 

Prohibition with all its defects of operation, and entirely 
aside from its political or ethical implications, has undoubtedly 
resulted in the'diversion of a large amount of money to other 
uses which was formerly expended for alcoholic stimulants and 
which, undoubtedly, would still be so expended, were there not 
prohibition. It has been estimated that at the time the prohibi- 
tion laws went into effect the annual national expenditures for 
alcoholic drinks amounted to not less than $3 billions. Changes 
in prices, increases in population and increases in national wealth 
since 1918 have been such as to lead students of this subject to 
the belief that, were it not for prohibition, the expenditures for 
alcoholic drinks by 1928 would probably have been not less 
than $5 billions. Illicit liquor sales continue, but certainly the 
total of such liquor sales must be but a modest fraction of this 
amount. Enforced sobriety has resulted in savings that would 
otherwise have been expended for alcoholics, amounting to at 
least $3 billions and probably more nearly $4 billions. These 
savings have, in turn, been diverted in part to financial savings 
and in part to the consumption of other commodities. With- 
out attempting to estimate increased earnings which increased 
sobriety has made possible, the savings from alcoholic consump- 
tion have served exactly the same purpose, so far as other com- 
modities are concerned, as if they had been an increase in earn- 
ings and income of not less than $3 billions to $4 billions per 
year. This margin added to normal savings and consumption 
means a much improved standard of living. 

Another source of saving of income has resulted from the 
gradual decline in illness and death. Illness rates and death 
rates have moved progressively downward for years. While 
this movement originated long before the period under con- 
sideration its influence has probably 1.ever been more marked 
than during the past five or ten years. A declining rate of ill- 
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ness and of death means, first of all, a higher continuous rate 
of employment, more incomes and, at the same time, a de- 
cline in expenses for the treatment of injuries, disease and in 
meeting the tragedy of death. Low illness and death rates 
which have characterized recent years have, in a very im- 
portant way, helped to raise common standards of living by 
saving what was formerly lost on high illness and death rates. 
Low disease and death rates have served to augment the 
amounts available for consumption in other lines as well as to 
increase actual savings. : 

The declining birth rate has had an effect somewhat the 
same as the declining illness and death rates in that the family 
costs of raising children have been considerably reduced with 
the results that adults have had a greater proportion of their 
total incomes available for other types of consumption as well 
as for savings. 

Increased social contributions from municipalities, states 
and nations, such, for example, as insurance against accident, 
sickness and old age, many of which provisions have come into 
existence during the last ten years, are having profound effects 
on consumption and consumer demand. Old age pensions, 
accident, disability and death allowances serve as humane and 
effective aids to unfortunate people who would otherwise be 
deprived of purchasing power and the necessities of life. The 
amounts of these contributions, whether contributed by private 
or public institutions, extend the fields of consumption enor- 
mously. It may be presumed that social provisions of this 
character are likely to be increased rather than diminished and, 
as a result, consumption will become more stabilized for all 
people. Without such provisions, consumption breaks off 
abruptly with accidents, illness, death and old age. No one 
has estimated the effects in loss of business occurring as a 
result of social neglect of the unfortunate. It is also probable 
that changes going on in the methods of living of the people, 
such, for example, as the trends toward smaller homes and 


Google 


536 ECONOMIC PRINCIPLES OF CONSUMPTION 


apartments and toward simplification in home furnishings may 
have an important influence over consumer demand not only 
in these commodities but over others as well. It is also possi- 
ble that the education of the masses in common schools and 
high schools may have resulted in a somewhat more rational 
and better use and less waste of current incomes. On this 
point there is very little information but it seems safe to as- 
sume that some gains may have been made by elimination of 
wastes which may have been diverted to increased consumption 
in other directions. 


Effects on Consumption of Changes in Business Condi- 
tions——Some generalizations may now be tentatively stated as 
to the effects on consumption in general and even by classes of 
commodities due to changes in business conditions. During 
a period of increasing incomes, if widely distributed, changes 
occur not only in the amount but also in the kinds of con- 
sumption. The industrial classes enjoyed a very rapid in- 
crease in real incomes during the period from 1918 to 1923. 
(See Plate 26.) Certain marked changes occurred in con- 
sumption not only in increased general consumption but also 
in the types of consumption within the various classifications. 
As income increased, the consumption of all classes of com- 
modities increased but the rates of increases for various com- 
modities were very different. For example, as income in- 
creased the percentage of the total expended for food by the 
entire population probably followed the same tendency as de- 
scribed in Engel’s law for individual families. While the total 
amount increased, the proportion of expenditures for food prob- 
ably declined in proportion to total expenditures. When a con- 
sideration of clothing expense is attempted it will be found that 
the trends of expenditures have been complicated during the 
Jast ten years by marked changes in fashion which make it diffi- 
cult to compare clothing costs with earlier periods. Within the 
past ten years the changes in national income that have oc- 
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curred have apparently been followed by similar and propor- 
tional changes in expenditures for clothing, thus again exempli- 
fying Engel’s law of expense for clothing for individual 
families. 

The trends in expenses for housing, fuel, light and other 
items of house operation have likewise been complicated by the 
fact that the country as a whole at the close of the World War 
suffered a grave shortage of housing which required a period 


~---.Cost of Building Index Semi-annually Compiled 
—— Massachusetts Rent Index 


1916 17 18 19 20 21 22 23 24 25 26 27 += 28 
(Courtesy of Aberthaeb Company, Boston, Mass.) 


Plate 27. Relative Variation in Cost of Building and Rents 


of five or six years to correct. During that time rentals rose 
very rapidly, thus inducing an abnormal trend towards indi- 
vidual home-building and home-owning. After the supply 
of homes more nearly reached a level with the demand rental 
rates began to decline. If one might dismiss this abnormal 
situation from consideration it seems probable that there has 
been a normal rate of increase in expense for housing and house 
operation comparable to the increases in national income. (See 
Plate 27 and Table LXXI.) 
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TaBLe LXXI. INDEX oF WHOLESALE Prices OF BUILDING MATERIALs, 
FURNITURE AND HomME FURNISHINGS 


From U.S. Bureau of Labor Statistics 
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When we come to furniture and furnishings and the miscel- 
laneous items, including insurance, contributions, amusements, 
education, health maintenance, and so on, we will find that the 
increasing national income has been accompanied by even more 
than a proportional increase in the expenditures for these items. 
Thus Engel’s law seems to apply to the nation as well as to in- 
dividual families. 

In conclusion, it seems probable that during periods of gen- 
eral rising incomes people who are enjoying these increases 
expend more money for food, but the percentage that food 
expense bears to total expenses probably declines. The amounts 
and proportions expended for clothing, housing, fuel and light 
and other house operations probably hold their own in rela- 
tion to the total expenses, but the proportions expended for 
miscellaneous items increase very appreciably. 

During periods of falling income groups of people suffer- 
ing from their declines reverse their rates of expenditure. Ex- 
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penditures for miscellaneous items apparently fall off very 
rapidly, unless fixed by contractual commitments as in the case 
of insurance and goods purchased on the instalment plan which 
would be lost if these payments were not met. A decline in 
business accompanied by declining incomes may be taken to 
mean that a decline in commitments for new goods and services 
of the miscellaneous classifications will ocur and that this de- 
cline in purchases will be more rapid and will go deeper than 
the decline in business. Expenditures for housing are natu- 
rally of a more stable kind and probably do not reflect immedi- 
ate or minor income declines. Clothing expenditures, however, 
do probably show the effects of declining income almost imme- 
diately, whereas food consumption probably continues on the 
customary or habitual planes with relatively little change, at 
least in the first states of downward business’ trends. 

Abrupt declines in income brought about by such condi- 
tions as strike, lockout or depression operate even more dras- 
tically on the purchase of consumer goods than do the more 
general declines in business. The immediate psychologic ef- 
fect of disturbances such as these is, quite naturally, to cut 
down buying and consumption to the barest necessities. Even 
those consumers who possess purchasing power tend to post- 
pone their purchases in view of the insecurity and unstabilized 
business conditions confronting them. This tendency to put 
off making purchases applies particularly to all forms of mis- 
cellaneous commodities, to furniture and furnishings, to auto- 
mobiles, musical instruments, radios and even clothing. It 
results in lowering all expenditures for vacations and amuse- 
ments, for purchasing or hiring outside services for the home 
such as laundering, outside help, baking, cleaning, repair work 
and so on. It even means a decline in amounts expended for 
health maintenance. The care of teeth and eyes, for example, 
which under normal times would receive prompt attention are in 
view of poor business conditions postponed in the hope of better 
times and better incomes. 
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Changes in price levels and in the cost of living have the 
same effects on consumption as changes in incomes. Under 
conditions of stable incomes cutting the cost of living acts 
much the same as increasing the income. A rising cost of 
living when not accompanied by rising incomes naturally has 
the same effect as declining incomes. During the period from 


1913 = 100 
~_.— Population Trend 


(Survey of Current Business, February, 1929) 
Plate 28. Index of Wholesale Prices 


1918 to 1928 this country enjoyed a period of rising incomes 
and gradually declining costs of living with the result that the 
masses benefited greatly in their standards of living from both 
trends. The trends in wholesale prices and cost of living are 
shown in Plates 28 and 29. 

Each phase of the business cycle is characterized by definite 
characteristic effects on consumption. The low periods of busi- 
ness depression accompanied by unemployment and low in- 
comes are the periods of low consumer purchasing power and 
low standards of living. 
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When business revives, the revival is reflected in increas- 
ing consumer demand and rising standards of living. This 
means increased purchases of clothing, of home furnishings 
and particularly of miscellaneous items. 

When the business cycle reaches its peak and when financial 
strain sets in as characterized in the higher business circles 
by liquidation of securities, consumer demand shows declines 


1914 = 100 
Population Trend 
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(Survey of Current Business, February, 1929) 


Plate 29. Cost of Living Index 


particularly for such consumer goods as expensive luxuries, 
high priced automobiles, jewelry, silverware and high priced 
apparel. Later on, when the business cycle has moved definitely 
into industrial as well as financial strain, consumer demand 
falls off rapidly for all sorts of miscellaneous commodities and 
repeats all of the characteristics that were described under 
the heading of decreasing incomes. 

In the movements of the business cycle expenditures for 
miscellaneous items show the widest swings upwards and down- 
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wards. The trends of purchase and consumption of clothing 
and items for house operation probably approximate the trends 
of the business cycle itself. Food purchase and consumption 
probably shows the lowest variation of any large item. There 
are, however, important changes that take place in food con- 
sumption with the varying changes of the business cycle. As 
business conditions improve incomes increase, standards of 
living rise and consumer demand grows, there is a decided 
trend toward the substitution of more expensive foods for 
the foods of lesser value. After passing above the standards 
of living in which food requires 45% or more of the total 
expense to support life, the quantity of food is no longer very 
important. The limits of the human stomach have been 
reached. Changes in consumption and in expense for food 
thenceforth are in the direction of securing better taste, quality 
and variety. There usually follows an increase in the consump- 
tion of meats, poultry, eggs, dairy products and so on, while 
declines occur in the bulky, cheaper foods and vegetables such 
as potatoes, cabbage, turnips and so on. The demand for pre- 
pared and canned foods increases, while the consumption of 
foods requiring much preparation at home declines. As the 
standards of living move upward canned foods in time are to 
some extent displaced by increases in the use of fresh fruits 
and vegetables drawing upon the entire world for consump- 
tion all the year round. 

As the standards of living rise the amount of work in 
preparation of food in the home declines and more and more 
foods ready for consumption or requiring but a small amount 
of time and effort in preparation are substituted for those re- 
quiring more labor in preparation. There is likewise a tendency 
as the standards of living rise to patronize restaurants more. 
In the rising scale of incomes after the point has been passed 
permitting the enjoyment of standards of living that fully 
satisfy the physical requirements of life the purchase of meals 
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outside of the home are made by members of the family, first 
by those who work and who buy their lunches instead of carry- 
ing dinner pails and later by other members of the family. As 
incomes and standards go higher the number of meals pur- 
chased outside of the home increases for the entire family so 
that in the highest standards of living a very considerable pro- 
portion of meals are taken at restaurants and hotels. The 
tendency toward less home preparation of food during periods 
of rising income is clearly seen in the rapid increase in the num- 
ber of restaurants that has taken place during the last ten years. 


Relation of Consumer Savings to the Business Cycle.— 
What happens to savings during periods of business depression ? 
In the business depression of 1920-1921, the total savings bank 
deposits for the country, which had been rising steadily since 
1909, showed a decrease in 1921 of 8% below the total de- 
posits of the previous year. The following year, 1922, savings 
bank deposits showed an increase of 9.8% over those of 1920 
and an increase of 17.4% over 1921. Since 1922, the total 
savings bank deposits have continued to show steady annual 
increases. There was also a decline in the total number of 
depositors amounting to 6% in 1921, but in 1922 there was an 
increase of 17.4% over 1921. 

Life insurance continued to gain throughout the period of 
depression in 1920-1921. This may in part be accounted for 
by the educational promotion which life insurance received 
during the period of the War and in part by the fact that the 
depression of 1920 and 1921, while most serious from a busi- 
ness standpoint, probably did not cut very deeply into the re- 
sources of the wage-earners and salaried classes. A combination 
of these two circumstances together with the acute shortage 
for homes that existed after the war may also account for the 
steady increase in membership and total assets of the building 
and loan associations during the same period. Both life in- 
surance and building and Joan associations represent forms of 
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savings which in all probability are the last to be affected in 
case of business depression. 

Postal savings suffered a considerable decrease beginning 
as early as 1919 and the increases that have occurred since 
1923 have not yet recovered the losses made between 1919 
and 1923. 

Statistical indexes of savings when compared with indexes 
of payrolls and other incomes, according to W. A. Berridge, 
show a lag of from six to twelve months.® The significance 
of this lag is that when payrolls rise in sympathy with the up- 
ward swing of the business cycle the influence of these rising 
payrolls is not shown in statistics of savings until from six 
to twelve months later. Similarly, when employment declines 
and wages go down with the declining movements of the busi- 
ness cycle savings statistics do not reflect this tendency until 
several months afterward. Furthermore, the trends of savings 
are to some extent equalized from year to year during good 
times and bad by the balancing effects of profits and interest or 
rents. During good times profits decline but interest on bonds 
and mortgages and other securities as well as rents increase. 
Thus, even during a year of depression, such as 1921, the 
total savings were probably not so much reduced as the total 
volume of business, of earnings or of wages. 

When the business cycle is on the up swing and employment 
and wages are improving, it is probable that purchases of many 
commodities, long postponed, are consummated, so that in the 
early stages of the rising business cycle the gains are largely 
turned into increased purchases and increasing consumption 
rather than into savings. However, when the peak of the busi- 
ness cycle has been passed and wages and employment begin 
to decline there is usually a tendency to defer purchases of many 
classes of consumer goods so that for a time at least, even 
with business declining, savings continue to increase at the 
expense of reduced consumption. 


Forename 
© Berridge, Winslow and Flinn, Purchasing Power of the Consumers, 1925. 
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Other factors which have had important effects on con- 
sumption and consumer demand include national advertising 
with its emphasis on brands and package goods, instalment 
selling as applied to automobiles, home furnishings, musical 
instruments, radio, jewelry and even to some extent in apparel 
and restriction of immigration. 

Advertising, particularly national advertising, has played 
upon and stimulated the awakening desires of people en- 
joying increasing incomes. To some extent the stimulation 
of desires has in turn resulted in increased efficiency in 
production and in income earning. Thus advertising has 
been both a cause and an effect of higher standards 
of living. It has helped to give specific direction to consumer 
demand. It has been exceedingly important in helping to 
determine choice. It has hurried some trends in consumer 
demand and it has retarded others. Its influence is partly edu- 
cational in showing new uses and in directing consumption sat- 
isfactions and values. It is partly an aid and suggestion in 
selection of one article rather than another and therefore a 
weapon of competition among goods of the same kinds or uses 
or even among goods of widely differing uses. 

Instalment selling has made a great many commodities 
available to the low income masses of people that they might 
not otherwise enjoy or which could not be enjoyed so early in 
life. Instalment selling has its disadvantages but by providing 
durable goods on a basis of payments as they are used, enor- 
mous outlets for goods are opened up which would not other- 
wise come into existence. What is not consumed this year is 
not and cannot be added to the regular consumption of next 
year. Postponement of consumption means reduced consump- 
tion. Instalment selling provides present consumption up to 
present means. Without selling there would be long periods of 
abstention from consumption of high priced, durable goods 
with consequent lower production and total consumption. 

The effects of immigration on the labor situation and aver- 
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age wages or incomes in this country has already been suffi- 
ciently discussed in earlier chapters. The point may be added 
here that the ceaseless trend of increasing population, even with 
immigration restricted, at the rate of 114% per year points to 
the possibility that the time may not be far distant when the 
gains made by restriction of immigration may be neutralized 
by the swelling tide of growing population from within. It is 
not at all impossible that the next ten years may see a surplus 
of labor and consequent declining wage rates. If this should 
occur, then standards of living may again come down and the 
volume of consumption decline. Nothing but intelligent order- 
ing of social and economic problems can forestall the ay of 
declining standards of living. 

Economic progress in the past has been largely due to acci- 
dents, good fortune, inventions and, most of all, the utilization 
of virgin resources of nature. These are probably normal fac- 
tors in an expanding economic world, but they can scarcely be 
counted upon in mature economic conditions. Accidents and 
luck need to be replaced by science. Can this be accomplished ? 
Can the evils of an overcrowded world be obviated? The prob- 
lem is one for the student of the economics of production and 
of consumption. 
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executives, 395 
farmers, 394 
industrial workers, 394 34 
liberal standards of living, 297 
minimum American standard of 


living, 286 . 
minimum comfort standard of liv- 
ing, 


moderately well-to-do level, 291 
poverty, level, 282 
professional men, 395 
requirements, 

in relation to size of families, 


205 
individual members of family, 


well-to-do, level, 295 
Fur Goods, Consumption, 334 
Furniture and Equipment, 3 ia 

bare subsistence level, 284 

business cycle as affecting, 469 

business men, 387 
replacements, 393 

classification, 388 

clerical workers, 386 
replacements, 303 

comfort standard of living, 2869, 
290 

consumption, total, 388 

cooking equipment, 403 

country homes, 410 

definition, 388 

electricity, use, 401 

expenditures, competitive charac- 
ter, 416 

farmers, 411 
replacements, 393 

fashion changes, 412 

gas, use, 402 

iceless refrigerators, 407 

income in relation to, 393 

indexes of consumer demand, 525 

industrial workers, 385 
replacement, 393 

instalment selling, 412 
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Furniture and Equipment—(Con.) 

laundry equipment, 405 

minimum comfort standard of liv- 
ing, 2 

moderately well-to-do standard of 
living, 291 

occupations as factor, 258, 259 

original equipment, first cost, 392 

poverty, level, 282 

production, 390 


professional workers, replace- 
ments, 393 : 

replacements, repairs and care, 
392 

requirements, 


in relation to size of family, 206 
individual members of family, 


208 
sewing equipment, 406 
standard of living indicated by, 
385 
trends, 


conflicting, 408 
labor saving, 400 
vacuum cleaners, 408 

volume, total, 139 
well-to-do, level, 295 


Gambling, 
expenditures, 483 
increase, leisure as factor, 464 
sumptuary regulation, 86 
Garages, Comfort, level, 290 
Gardening, - 
housing standards, 
change on, 351 
Gas, Use of in homes, 402 
Geographical Location, — 
food consumption as affected by, 
321 
size of family, as affected by, 116 
Gifts, Sales appeal, 55 
Girls, 
clothing, 204, 291, 338 
daughters’ clothing in comparison 
with mothers’, 339 
Gold, Volume, total, 139 
Good Citizenship, 
moderately well-to-do, level, 203 
Good-will, As factor of consumers’ 
choice, 68 


effect of 


iJ 
adulterated, check by consumer co- 
operation, 12 
cheaper, as object of consumers’ 
coGperation, 12 
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Goods— (Continued) 
definition, 37 
destruction, consumption without, 


+4 
Government, 
as representative of producers’ in- 
terests, 7 
function, 93 
national, state and local, wealth, 


139 
Government Employees, 
health maintenance, 424 
income, 173 
Gregariousness, Sales appeal, 55 
Group Insurance, Savings in, 493 


Habit, 
as factor of, 
consumer choice, 61 
marginal utility, 47 
saving, 487 
definition, 61 
Happiness, Pursuit, 437 
Harvard Economic Service, 513 
Health (See also “Disease”) 
as nae Ou enjoyment of leisure, 


440, 
bare cabsistence level, 284, 285 
government contributions, 91 
income as factor, 158 
increase, savings as affected by, 


feeaiely well-to-do, level, 294 
poverty, level, 283 
public health "regulations, 79 
Health Education, 422 
Health Insurance, 434 
Health Maintenance, 419-436 
bare subsistence level, 285 
bibliography, 557 
clerical workers, 424 
clinics, 425, 431: 
comfort, level, 290 
disease prevention, 434 
expenditures for, 421 
difficulty of meeting, 425 
geographical variations, 258 
farmers, 423 
government employees, 424 
happiness in relation to, 419 
healing cults, 431 
health insurance, 434 
industrial health maintenance serv- 


__ ice, 433 
industrial workers, 423 
institutional health service, 434 
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Health Maintenance— (Continued) 
minimum American standard of 
living, 287 
minimum comfort standard of liv- 
ing, 288 
moderately well-to-do, level, 292, 


204 
physical examinations, 434 
poverty, level, 283 
practice of medicine, 
criticism of, 
improvement of service, 431 
professional workers, 424 
public health work, 436 
selling appeal, 54 
variations, geographical, 424 
well-to-do, level, 296 
High Schools, Attendance, increase 
in, 444 
Hobbies, Expenditures, 483 
Hoboes, Standards of living, 281 
Home-building, Promotion, 356 
Home Buying, 
minimum American standard of 
living, 287 
Home Economics Teachers, 
interest in consumption, 15 
Home Furnishings and Equipment 


(See “Furniture and Equip- 
ment”) 

Home Life, As factor of size of 
house, 351 


Home-making, 
education for, changes in, 70 
sales appeal, 55 
Home Ownership, 
advantages, 357 
consumption as affected by, 129 
decline, 354 
encouragement to, 365 
minimum American standard of 
living, 287 
moderately well-to-do, level, 
promotion, 356 
Home-Renting, 
advantages, 360 
cost, relative variations in cost of 
building and, 538 
extent, 353 
increase, ratio to persons em- 
ployed by others, 361 
rates, average, 205 
rental value of total number of 
dwellings, 378 
trend toward, 357 
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Homes, 
country, modern conveniences in, 
410 
productive activities carried on in, 
decline, 
Hours-of-Labor, 
decrease, 445, 475 
as factor of raising standard of 
living, 264 
recent years, 27 
House Operation, 386-418 (See aiso 
“Domestic Help,” “Fuel,” 
“Light”) 
business cycle as affecting, 538 
classification, 390 
cleaning supplies, 400 
comfort level, 290, 295 
definition, 388 
expenditures, ratio to income, 277 
ice and refrigeration, 396 
income in relation to, 394 
laundry, 
decline, 4 
variations in expenditure, 396 
liberal standards of living, 297 
standard of living indicated by, 


5 : 
Household Conveniences, 4 
minimum comfort standard of liv- 


ing, 288 
Household Service (See “Domestic 


Housing, 348-384 (See also “Home- 
ownership,” “Home-renting”) 

apartment houses, 354 
appreciation in land values, 377 
bare subsistence level, 284 
birth rate as affecting, 118 
building materials, 348 
bungalows, 375 
business cycle as affecting, 538, 


clereal workers, 380 
colonial type, 37 
comfort, level, 289, 290 
coGperative, 365 
depreciation in value, 370, 373 
depreciation rate, 376 
disease due to, 362 
economy of space, 352 
Engel’s law, 379 
expenditures, 

per family, 379 

ratio to income, 277 

theories, 382 
farmers, 380 
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Housing— (Continued) 

fashion as factor, 374 

frame houses, predominance, 3.48 

_hoboes, 281 

home-building, promotion, 356 

improvements, 352 

incompetents, 281 d 

industrial workers, 348, 366 
expenditure, 380 

liberal standards of living, 297 

location of house, as factor of 
standard of living, 351 

minimum ae as standard of 
living, 286, 

minimum Eanes standard of liv- 
ing, 2' 

model villages, 366 

moderately well-to-do standards 
of living, 291 

mortgages, 354 

multi-family houses, 349 

New England, 349 

New York, 350 

number of dwellings, 377 

obsolescence, 374 

old, market value, 376 

overcrowding, 362, 363, 360 

partly self-supporting, level, 281 

poverty, level, 282, 383 

problems, methods of relief, 363 

professors, 382 

public charges, 278 

public interest, 362 

public regulation, 364 

railroad flats, 350 

requirements, 204 
individual members of family, 


units, 205 
semi-public charges, 279 
shortage, 363 
single-family houses, 348, 351 
converted, 350 
size of house, - 
as factor of standard of haute 
351 
decline in, 353 
slum dwellings, 350 
Spanish type, 375 
standard, 367 
change in, 351 
standard of living in relation to, 


351 

sub-standard, number of persons 
living in, 369 

tramps, 281 
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Housing—( Continued) 


home renting, 357 
small houses, 351 
types, 348, 349 
unsanitary, 302 
variations, in consumption, 
geographical, 257 
occupational, 259 
value, 
average, 371 
changes in, 377 
total, 357, 371, 378 
volume, 351, 356 
well-to-do, level, 295, 206 
work-shy persons, 281 
Humanitarian Views, 
apie support of unfortunates, 


Hunting, expenditures, 480 
Husbands, clothing, 336, 341 


Ice and Refrigeration, Expenditures, 


396 
Ideals, Industrial society, 5 
Illness (See “Disease” ) 
Immigration (See also “Emigra- 
tion”) 
assimilation, 125 
birth rate of immigrants, 117 
elothing consumption as affected 
y, I 
consumption as affected by, 126 
food consumption as affected by, 
126, 323 
male in proportion to female, 125 
restriction, object, 123, 257, 270, 
274 
sources, 124, 125 
Immoral Arts, Prohibition of, 79 
Imports, Clothing, 327 
Income, 158-184 (See also 
“Wealth”) 
agriculture, as source, 170 
as determinant of social status, 
158 
as factor of, 
consumer demand, 158 
saving, 487 
size of family, ror 
as measure of consumption, 128 
average, 180, 183 
bibliography, 550 
birth rate in relation to, 115 
cost of living in relation to, 537 
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declines, effect on consumption of 
abrupt, 540 

distribution, personal income (See 
below under “Personal” ) 

domestic service in relation to, 


397 
expenditures in relation to, 277 
farmers, 105, 174 ; 
house operation in relation to, 


94 
a ca first cost in relation to, 


392 
high, trends, 182 
home furnishings in relation to, 


393 
house operation in relation to, 394 
increase, 

as factor of raising standard of 

living, 2 

recent years, 27 
index of, wealth as, 130 
industrial workers, 

house operation in relation to, 


394 
per capita, 171 
laundry expenditures in relation 


to, 397 
limit of, tendency of consumption 
to approximate, 40 
low, 182, 183 
manufacturing, as source, 170 
mercantile institutions, as source, 


tlonal (1850) 
national (1 » 159 
(1896), 
109 018 16a 
1912), 160 
1918-10923), 163 
1919-1926), 162 
1919-1926), 163 
(1925-1929), 166 
comparison with other countries, 


168 

distribution by individuals (See 
below under “Personal”) 

early estimates, 159 

estimates by National Bureau of 
Economic Research, 1909- 
1926, 163 

France, 168 

Germany, 168 

Great Britain, 168 

inclusions in, 164 

sources, 169 

total, 488 

trends, 165 
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Income—( Continued) 

personal, by states, 176, 177 
distribution, 172 
distribution (1918), 175, 176 
distribution (1924), 180 
income tax payments, 176-183 

poverty level, 281 

professional men, 174 

rise, as factor of wealth diffusion, 
155 

sts at various levels, 501 

source, production at, 5 

S., individuals (See above 

under “Personal” ) 

United States, per capita, 168, 169 

values, changes in, 167 

variations in, 
consumption as affected by, 536 
standard of living, 261 

workers, average, 180, 183 

Income Tax, 
as factor of diffusion of wealth, 


15 
payments, 176-183 
Incompetents, Standard of living, 


281 
Independence, Sense of, wealth as 
factor, 130 
Indexes, 

advertising, 528 

as guides to consumer demand, 
criticism of, 515 

automobiles, 526 

Babson Statistical Organization, 
514 

bibliography, 559 

boots and shoes, 533 

Brookmire Economic Service, 514 

butter, 530 

chain store and mail order house 
sales indexes, 518-522 

clothing, 525 

coffee, 529 

cost of living, 542 

Day, E. E., 512 

Department store sales indexes, 
522 

flour, 531, 532 

furniture, 525 

gasoline, 527, 528 

Harvard Economic Service, 513 

life insurance sales, 526 

meat, 530 

miscellaneous, 525 

Moody’s Investors’ Service, 514 

payroll, 518 

production, 517 
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Indexes—( Continued ) 
raw materials, 517 
silk, 532 
Snyder, C., §13 
specific commodity indexes, 516 
Standard Trade and Securities 
Service, 515 
sugar, 531 
Survey of Current Business, 517 
tea, 529 
Thompson (J. Walter) Company 
prize, 5 
tobacco, 533 
wholesale prices, 541 
wholesale trade indexes, 524 
Indexes of Consumer Demand, 508- 


547 
Berridge, W. A., 509 
Flynn, R. A., 511 
King, W. I., 512 
Stewart, W. W., 512 
Winslow, E. A., 510 
Index Numbers, Cost of living, 237 
Individuals, 
corporation securities, distribution 
of ownership, 143 
income, distribution of personal 
income, 172 
wealth, total, 139 
Industrial Communities, Birth rate, 


Ir 

Industrial aaa Maintenance Serv- 
ice, 4. 

Indaseial ™tosurance, Savings in, 


493, 
Industrial ite Insurance, Savings 
in, 494 . 
Industrial Power, Workers in pxo- 
portion to, 442 
Industrial Revolution, 
birth rate as affected by, 110 
population growth during, 24 
poverty during, 23 
Industrial Society Characteristics, 5 
Industrial Technique, 
improvements, as factor of in- 
creasing leisure, 442 
Industrial Workers, 
clothing, 334, 335, 341, 342, | 
consumer demand, Berridge’s in- 
dex, 509 
domestic help, 398 
‘ood, 318 
fuel, 304 
furnishings, 
relation to income, 393 
replacements, 393 
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Industrial Workers— (Continued) 
furniture, 385 
first cost, 307 


Knit Goods, Consumption, 334 
Labor, child, 446 


repairs and replacements, 393 
health, 422 
health maintenance, 423 
sae aaa vs. home renting, 
I 


cost, as a determinant, 43 
hours of, decrease, 445 
poverty, level, 283 

retirement from, 447 


Labor-Saving Devices, Selling ap- 


7688, © house operation in relation to in- peal, 54 
come, 304 Laborers, a 

i Ost housing, 259, 366 casual, standards of living, 281 
typical, 348 home furnishing, first cost, 392 


expenditures, 380 
income, average, 173 a 
in relation to home furnishings, 


, 393 ‘ 
a as to house operation, 


housing, average, 205 
lowest-skilled, standard of living, 
3, 285, 288, 291 
skilled, standard of living, 258 
unskilled, 
average income, 183 


launasy, family budget studies, 233 
leisure Bites expenditures, 476 leisure activities, 476 
light, 394 standard of living, 258 
savings, 495, 496, 501 Laundry, 
eg stockownership, 146 expenditures, variations in, 396 
Infant Mortality, home, decline of, 404 
fyekt bare subsistence level, 285 Lawyers, Standards of living, 291 
; housing conditions as factor, 362 Leisure, 437-483 
jx poverty, level, 283 activities (See also ‘“Amuse- 


reduction, 122 
Instalment Selling, 
as factor of, 
consumption, 546 
Pe aa raising standard of living, 275 
7 home furnishings, 413 


ments”) 
classification, 439 
criticism of, 458, 460 
expenditures for, 476 
expenditures for by items, 479- 


ry 


esi ra ey Health Service, 434 fir ache 476 

. nstitutions, . ede 

ct inmates, standards of living, 279 fraternal organizations, 456 
c Insurance, futility, 461 

re bare subsistence level, 284 future, 469 


health, 434 

life, popularity, 497 

minimum American standard of 
living, 286 

moderately well-to-do level, 294 


increase of expenditures, 469 
industrial workers, 476 
nature of, 437 

organization, 454 
playgrounds, 455 


well-to-do level, 296 


professional workers, 477 


interest f, religious organizations, 457 
a Fe atitiod ree - total expenditures, 479 
Interests, , training for, 474 
: many sided, as factor of .enjoy- unskilled Lae 476 
a * ment of leisure, 474 women's clubs, 457 


Internal Revenue Taxes, youth movements, 456 


control of consumption by, 89 as factor of standard of living, 475 
Intoxicants (See “Alcoholic attitude of religion toward, 460 
Drinks”) bibliography, 558 
classes, 458 
comfort standard of living, 291 
commercialization, 459, 467 


Jails, Inmates, standard of living, 
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Leisure—( Continued) 
competitive consumption increased 
by, 464 
cost of, increase, 460 
dangers, 458, 466 
definition, 437 
education in relation to, 470 
efforts to secure, significance, 54 
enjoyment, 
conditions, 472 
conditions of, 440 
desirable work as factor, 473 
education on, 471 
freedom from worry as factor, 


473 
health as factor, 440, 472 
many-sided interests as factor, 


474 
reasonable satisfaction of desires 
as factor, 474 
extent, 458 
gambling, increased by, 464 
increase, 
as factor of raising standard of 
living, 264 
improvements in 
factor, 442 
recent years, 27 
social legislation, as factor, 445 
masses, 458 
mechanization, 467 
mental flabbiness as result, 466 
misuse, 461, 463 
purposes, 472 
selling appeal, 54 
social ideals as affected by, 464 
time wasting, as result of, 466 
women, 448-454 
Liberal Standards of Living, 297 
number of persons, 298 
License System, Control of con- 
sumption by, 88 
ife, 
desire for, 53 
length, increase in average, 121 
Life Insurance, 
business cycle as affecting, 544 
popularity, cause, 497 
sales, index, 526 
savings in, 493, 495, 496, 497, 500 
Light, 
bare subsistence level, 284 
clerical workers, 395 
comfort level, 289 
Engel’s law, 395 
executives, 395 
farmers, 304 


industry, as 
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Light—( Continued) 

industrial workers, 394 

liberal standards of living, 297 

minimum American standard of 
living, 286 

minimum comfort standard of liv- 
ing, 288 

moderately well-to-do level, 291 

professional men, 395 

requirements, 
in relation to size of family, 205 
individual members of family, 


well-to-do level, 295 
Losses, 
acts of God, taken by consumer, 3 
inefficiency, taken by consumer, 3 
Lotteries, Sumptuary regulation, 86 
Love, Desire for, 55 
Luxury, Fear of, as factor of sump- 
tuary laws, 82 
Luxury Tax, Control of consump- 
tion by, 89 


Made-to-Order 


329 ; 
Malthus, T. R., Poptlation doc- 
trine, 109 
Manipulation, As factor of consumer 
choice, 57 
Manufacturers, 
protection of domestic, as factor 
of sumptuary laws, 83 
Manufacturing, Income from, 170 
Marginal Utility, 
Austrian economists on, 31 
definition, 38, 45 
factors, 47 
Jevons (W. S.) on, 30, 31 
price determined by, 44 
Market, : 
control, as object of integration of 
industry, 6 
Marriage, 
as factor of saving, 500 
standard of living, 245 
rate, 
moderately well-to-do, 203 
standard of living in relation to, 
246 
ratio to birth-rate, 120 


Gainfully 


Clothing, Volume, 


Married Women, em- 
ployed, number, 450 
Means of Production, Control, 


wealth as means, 130 
Measures, Standard, 77 
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Meat, 
consumption, 318, 319, 321, 322 
Great Britain, 254 
United States, 255 
Medical Attention (See 
Maintenance” ) 
Medical Science, Progress, 421 
Medicine, 
consumption, decline in, 122 
practice of, criticism of, 427 
Men, 
clerical workers, clothing, 346 
clothing, 
changes in consumption, 332 
comfort standard of living, 289 
costs and classification, 342, 343 
expenditures, 204, 
fathers in comparison with sons, 


“Health 


339 
home-made, 329 
husbands, 336, 341 
moderately well-to-do, 291 
occupational variations, 259 
value, 331 
food requirements, 198 
gainfully employed, number, 450 
Men's Furnishings, Consumption, 


332 
Mercantile Institutions, Income 
from, 170 
Merchandise, Stocks, total amount, 
139 
Mergers, Purpose, 6 
“Middle Class” Unions, 8 
Migration, Causes, 125 
Military Organizations, 457 
Milk, Consumption, increase, 319 
Millinery, Consumption, 333 
Millionaires, Number, 148 
Mind, Flabbiness, as result of ex- 
cessive leisure, 466 
Miners, Families, birth-rate, 189 
Minimum American Standard of 
Living, 285 
inclusions in group, 288 
number, 288 
Minimum Comfort Standard of Liv- 
ing, 2 
housing expenditures, 382 
inclusions in group, 289 
number, 289 
Minimum of Health and Decency 
Standard of Living (See “Mini- 
mum Comfort Standard of Liv- 
ing’) 
Minimum Wage Laws, Government 
contributions, 93 
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Miscellaneous Expenditures, 

bare subsistence level, 284 

business cycle as affecting, 460 

comfort level, 289 

consumption, occupational varia- 
tions, 259 

farmers, 260 

minimum American standard of 
living, 2 

minimum comfort standard of liv- 


ing, 289 
moderately well-to-do standards of 
living, 291, 292 
ratio to income, 277 
requirements, individual members 
of family, 209 
Soe ee level, 295 
Misers, 4 
Moderately Well-to-do, 
standards of living, 291, 292, 294 
domestic help, 307 
number of persons, 295 
Modesty, Custom in relation to, 62 
Monarchies, Wealth distribution, 155 
Money, Possession as factor of en- 
joyment of leisure, 442 
Monopoly, 
as factor of customer’s choice, 68 
check, by consumer coGperation, 12 
control of supply by, 47 
Moody’s Investor’s Service, 514 
Morale, 
comfort standard of living, 291 
standard of living in relation to, 


24) 
Mortgages, Farm, increase, 105 
Mothers, 
clothing expenditures, in compari- 
son with daughters, 339 
Motor Vehicles, Total amount, 139 
Movies, 
expenditures, 481 
sumptuary laws, 86 
Music, Expenditures, 481 


Narcotics, Prohibition of, 79. 
Natural Resources, Ownership, con- 
centration of, 149 


Occupations, 
as factor of size of family, 115 
clothing requirements in relation 
to, 203 
family size in relation to, 188 
food consumption as’ Biected hig 
321 ae gentle Ue 
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Occupations—( Continued) Population—( Continued) 
food requirements in relation to, cities, 
1 future, 117 


furniture, first cost in relation to, 


392 
Old Age, Dependency, 305, 339, 441 
Oleomargarine, Tax on, control of 
consumption by, 90 
Oligarchies, Wealth distribution, 155 
Opera, Expenditures for, 481 
Outer Apparel, Consumption, 332 
Output, 
limitation as factor of wealth, dif- 
fusion, 155 
Out-relief, 
recipients of, standards of living, 


279 
Overproduction, 
consumption limits as factor, 184 
extent, 18 
general, 37 
recent years, 27 
resulting from incorrect gauge of 
consumer demand, 17 
Ownership (See also “Automobile 
Ownership,” “Home Owner- 
ship”) 
desire for, 58 
social stability increased by, 129 


Part-time-work, 453 

Partly Self-supporting Level, 
standards of living, 281 
number in group, 281 

Patents, Government contributions, 


93 

Paupers, Standards of living, 278 

Payrolls, Indexes, 518 

Personal Effects, Total amount, 139 

Pets, Expenditures, 483 

Phonographs, Expenditures, 481 

Pianos, Minimum .comfort standard 
of living, 288 

Pictures, Sumptuary laws, 86 

Play, Desire for, 56 

Playgrounds, 455 : 

Pleasure, As by-product, 472 

Poisons, Prohibition of, 79 

Politics, As representative of pro- 
ducers interests, 7 

Population, 95-127 (See also “Birth 
Control,” “Birth Rate,” “Con- 
sumers,” “Death Rate” 

as factor of standards of living, 

47 
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United States, 96 
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emigration 

as affecting, 124 

pressure on means of produc- 

tion relieved by, 25 


farm, 
causes of decline, 105 
decline, 104 


remedies for decline, 106 
females, 99 
Franklin (Benjamin) on, 110 
increase, 
during Industrial Revolution, 24 
effect on standard of living, 275 
Europe, 95 
normal cycle, 95 
United States, 95 
males, 99 
Malthus’, (T. R.) on, 27, 100 
peak, 
France, 95 
United States, 96 
pressure on means of subsistence, 
24, 25 
Quesnay (B.) on, 110 
Smith (Adam) on, 110 
stationary, birth rate required, 119 
suburbs, growth, 1or 
trends, 100-127 
birth rate, 109-121 
Cities, 127 
death rate, 121 
emigration, 124 
farms, 104-109 
immigration, 123 
importance, 102 
suburbs, 101 
villages, ror 
Turgot, A. R. J. on, 110 
villages, growth, ror 
Voltaire (J. F. M. A.) on, t10 
wealth per capita, 135 
Postal Savings, Business cycle as 
affecting, 545 
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Postal Savings Banks, Deposits, 492 
Poverty Level 
aged persons at, number, 305 
America, 19th century, 25 
inclusions in group, 281, 283 
London (1894), 25 
19th century, 25 
number in group, 284 
prevalence, Industrial Revolution 
period, 23 
standards of living, 281 
Power, Industrial, ratio to workers, 


Price, 
agricultural products, reduction of 
spread, 108 
Bastiat on, 43 
conflict of interest of consumers 
and producers, 4 
cost of production theory, 43 
cost of reproduction theory, 43 
demand as determinant Jevons on, 
31, 32 
economic explanation, 42-48 
fair, enforcement, 74, 75 
labor cost theory, 43 
marginal utility theory, 44 
Ricardo on, 43 
supply and demand theory, 43 
wholesale, index, 541 
Price Levels, F 
variations, effect on consumption, 
541 
Prisons, Inmates, standards of liv- 
ing, 278 
Privilege, 
special, effect on distribution of 
wealth, 155 
Producers (See also “Consumers”) 
conflict of interests with consum- 
ers, 4 
consumers, as, 3 
consumers in proportion to, 4 
control of consumers’ choice by, 
method, 64 
demand creation by, 15 
Production, 
as source of income, § 
capacity, in relation to consumer 
demand, 18 
concentration, 6 
consumer choice as affecting, 15 
cost, as price determinant, 43 
death rate as affecting, 122 
ideals of, 5 
importance, 4, § 
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Production— (Continued) 
increase, 
as aim of 18th century econo- 
mists, 2 
Industrial Revolution as factor, 
24 
man power in relation to, 443 
integrations, 6 
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number of persons living within, 
various, 278 
poverty, 281 
public charges, 278 
semi-public charges, 281 
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need for, as factor of sumptuary 
laws, 84 
rise, 40 
wealth as factor, 129 


Google 


INDEX 


Time, Wasting, 466 
Tobacco, 
desire for, 54 
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favoring, 


155 
individuals, 150-157 
tendencies toward diffusion, 153 
United States, 154 
increase, Adam Smith on, 24 
independence increased by, 130 
kind, classification by, 139 
ownership, 
classification by, 139 
natural resources, 149 
securities, 140-149 
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